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ABSTRACT 
An Experimental Examination of Conditions 
Which May Foster the Use of Price As 
an Indicator of Relative Product Attractiveness 
Albert J. Della Bitta, B.S., University of Connecticut 
M.B.A., University of Massachusetts 
Ph.D., University of Massachusetts 
Directed by: Dr. Kent B. Monroe 
The objective of this dissertation is to experimen¬ 
tally examine conditions which may influence the use of 
price as an indicator of the relative attractiveness of 
alternative products. Attractiveness of a product is de¬ 
fined as the perceived want satisfaction derived from 
possession and/or use of a product. It is one component 
of the attractiveness of a purchase offer which also en¬ 
compasses the cost of a product and is defined as the net 
perceived satisfaction derived from a purchase. 
One condition examined in the study is the degree of 
uncertainty an evaluator possesses regarding the relative 
attractiveness of alternative brands of a product. A 
second condition is the degree of stakes (possible nega¬ 
tive consequences) involved in the evaluation situation. 
Hypotheses are offered directly relating the use of price 
as an indicator of relative product attractiveness to the 
l 
V 
degree of uncertainty and stakes involved in an evalua¬ 
tion situation. Hypotheses are also offered directly 
relating the use of price in this manner to the interac¬ 
tive effect with uncertainty and stakes. 
Undergraduate students are subjects in a laboratory 
experiment which employs AM/FM radios as the product to 
be evaluated. Uncertainty is manipulated to two levels 
by providing subjects with information regarding the 
brands they evaluate. Stakes are manipulated to two 
levels by exposing subjects to two different lines of 
radios and awarding preferred brands to subjects identi¬ 
fied in a random lottery. One half of the subjects re¬ 
ceive no price information while the remaining half re¬ 
ceive differential price information. Subjects are 
allowed to physically examine two different brands of 
the product in a paired comparison situation and then 
respond to a preference scale to indicate the strength 
of their brand preference. 
A 2 x 2 x 2 factorial design was employed for data 
analysis. The analysis revealed a sizeable price main 
effect which suggests that price was used as an indica¬ 
tor of relative product attractiveness. A sizeable un¬ 
certainty by price interaction lends support to the hy¬ 
pothesis that use of price as an indicator of relative 
product attractiveness is some direct function of the 
i 
VI 
amount of uncertainty involved in the product evaluation 
process. The analysis revealed a small stakes by price 
interaction and a small uncertainty by stakes by price 
interaction. These results may suggest that use of price 
as an indicator of relative product attractiveness is in¬ 
dependent of the stakes involved in an evaluation situa¬ 
tion. However, the effectiveness of the stakes manipula¬ 
tion is also examined in light of these findings. 
Results of the experiment are discussed in terms of 
the conceptual scheme offered in the study and are re¬ 
lated to findings of previous pricing research. Specific¬ 
ally, it is suggested that the uncertainty by price in¬ 
teraction may provide a basis to reconcile apparent di¬ 
vergent findings of several previous pricing research 
efforts. 
» 
CHAPTER I 
THE PRICE VARIABLE AND BUYER BEHAVIOR 
Conceptualization of Buyer Behavior 
Buyer behavior has been defined in various ways to 
meet the conceptual needs of a number of disciplines. 
Microeconomic thought has long regarded buyer behavior 
as the final act of purchase. Ryan has written: "As 
economists, we cannot explain why a household prefers 
the chosen combination (of goods and services) to all 
others. Economists leave the quest for a reason for 
household choices to other disciplines."'*' Thus, tradi¬ 
tional microeconomic theory has viewed buyer behavior 
as the act of purchase which is the result of some de¬ 
cision process. 
This definition presents an attractively simplis¬ 
tic basis for the development of a theoretical scheme. 
Nicosia, however, has noted that conceptualization of 
buyer behavior as only the final act of purchase has re¬ 
sulted in an inadequate understanding of the total dy- 
2 
namics of buyer decision making. He has offered a 
morphology conceptualizing buyer behavior as a decision 
process rather than the final act of purchase. Recent 
theoretical endeavors, notably the work of Howard and 
Sheth, have also adopted this conceptual view of buyer 
2 
3 
behavior. 
The definitional departure offered by Nicosia has 
considerable potential usefulness for students of market¬ 
ing. It facilitates examination of the pre- and post¬ 
purchase activity of buyers as well as the act of pur¬ 
chase itself. Thus, it promotes investigation toward a 
fuller understanding of the entire decision process af¬ 
fecting a purchase. The definition also facilitates 
study of the influence of marketing variables on the 
buyer's decision process. 
The focus of attention in this dissertation will be 
on one aspect of pre-purchase buyer activity. For this 
reason buyer behavior will be conceptualized as a deci¬ 
sion process regarding the purchase of products or ser¬ 
vices . 
A Purchase Offer 
One situation all buyers eventually face in this 
decision process is selection among alternative purchase 
offers. A purchase offer is viewed as an array of cues 
4 
that serves the buyer as a potential information source. 
Some of these cues are color, opinions of friends or 
salesmen, promotional messages, and price. The buyer's 
task is to perceive (derive meaning from) a subset of 
these cues to evaluate the attractiveness of the purchase 
3 
offer. Some cues in the array will be perceived as re- 
5 
presenting the attractiveness of the product or service 
while some cues will be perceived as representing its 
cost. These two subsets of cues are not necessarily 
mutually exclusive. Thus, it is postulated: 
APO. = f(C.,AP.) 
1 l l 
(1-1) 
t h 
where APO. is the attractiveness of the l purchase 
offer and is defined as the net perceived 
satisfaction derived from a purchase, 
j- 1,2,..., n, 
t h 
C. is the cost of the l product and is de¬ 
fined as the perceived sacrifice (monetary 
and non-monetary) required to obtain the 
product, i=l,2,...,n; 
AP. is the attractiveness of the i^ product 
and is defined as the perceived want sat¬ 
isfaction derived from the possession and/ 
or use of the product, i=l,2,...n. 
It is assumed that (1-1) is completely differentiable 
throughout and that: 
9AP0. 
l 
9C; 
< 0, and 
(1-2) 
3AP0. 
l 
3 AP . 
> 0. 
l 
Cost of a product. The cost of a product can be 
viewed as a function of a variety of cues in the array. 
Bender cites a number of variables which may be per¬ 
ceived as costs by the buyer.^ Included are secondary 
purchase-costs which are defined as all costs the buyer 
4 
incurs, both monetary and nonmonetary, exclusive of the 
7 
ticket price of the product. The ticket price of the 
product is one cue that has received particular atten¬ 
tion in the literature as a cost. Thus the cost of a 
product may be expressed as: 
C. 
1 
f (c 
1D 'Pi) 
(1-3) 
where C. 
l 
c 
ij 
th 
is the cost of the iu product as defined above; 
t h 
are cues in the i purchase offer the buyer 
perceives as representing sacrifices, exclu¬ 
sive of t^g ticket price, involved in obtain¬ 
ing the i product, j=l,2,...,m; 
is the ticket price of the product. 
It is assumed that (1-3) is completely differentiable 
throughout and that: 
0, and 
0. 
ij 
Using relations (1-2) and (1-4) the 
tween the attractiveness of the purchase 
as an indicator of cost may be derived: 
(1-4) 
relation be- 
offer and price 
9APO. 
l 
9APO. 9C. 
l l 
(1-5) 
Attractiveness of a product. As mentioned above the 
attractiveness of a product is a function of a subset of 
cues in the purchase offer cue array. That is: 
5 
AP± = f (c±k) (1-6) 
where AP. is the attractiveness of the 1 product as 
previously defined; 
c^k are cues in the array that the buyer per¬ 
ceives ag^representing the attractiveness 
of the i product, k=l,2/...,r. 
Various conceptual schemes exist to explain how a buyer 
derives meaning from the cues in the array to assess the 
attractiveness of a product. 
Traditional microeconomic price theory assumes the 
buyer behaves rationally. This implies that when the 
buyer evaluates alternative purchase offers he calculates 
deliberately, chooses consistently, and maximizes his 
g 
satisfaction. The maximization assumption in turn im¬ 
plies the assumption that there is no gap between the ex¬ 
pected satisfaction to be derived from a product and the 
9 
amount of satisfaction actually received. This is usu¬ 
ally stated as the assumption that the buyer has perfect 
knowledge regarding the want satisfying properties of all 
available products. That is, he is assumed able to ob¬ 
tain perfect knowledge of the attractiveness of a product 
by directly evaluating the attributes of the product it¬ 
self. The buyer, therefore, is assumed to engage in 
decision-making under conditions of certainty. In these 
circumstances the cues c^,...,c in (1-6) would be viewed 
as direct product attributes. Other variables such as 
, . 6 
advertising, opinions of others, and promotional cam¬ 
paigns are assumed to have no influence on the buyer's 
evaluation of product attractiveness. 
The economist's assumption of perfect knowledge 
has not been very tenable on the basis of its external 
validity."^ One's own experience in the market place 
will quickly provide an example of its failings on this 
tenant. Notable economists have also pointed out its 
inadequacies in building a conceptual scheme to explain 
buyer behavior. Scitovsky has argued that because of 
the technical sophistication of products today buyers 
are less than perfectly able to identify direct product 
attributes and ascertain their relevance to the attrac- 
12 
tiveness of the product. Stigler has written: "There 
is a plethora of examples of consumers who behave very 
stupidly (in light of the facts) because they are ignor- 
13 
ant of the technical properties of commodities." 
Empirical evidence lends support to Scitovsky's 
proposition and Stigler's comment. For example, Allison 
and Uhl have reported that beer drinkers in general were 
not able to discern taste differences among various beer 
14 
brands on the basis of blind taste testing. Green 
found that a large proportion of buyers in an experimen¬ 
tal situation did not appear to differentiate between 
15 
relevant and irrelevant information. Other such exper¬ 
imental evidence exists in the literature.^ 
I 
7 
Tull, Boring and Gonsior have noted that this ina¬ 
bility to directly assess product attractiveness results 
17 
in decision-making under conditions of uncertainty. 
This uncertainty may be manifest in 1) the criteria of 
product attractiveness to use, 2) the degree of complete¬ 
ness and reliability of information held on each criter¬ 
ion, and 3) the predictive value for product attractive¬ 
ness of each criterion. 
Scitovsky has postulated further that since buyers 
will be uncertain of product attractiveness when attemp¬ 
ting to identify and evaluate direct attributes of the 
product they will tend to adopt indirect indices of at- 
18 
tractiveness. These indices are cues in the array that 
do not constitute direct product attributes. Hence these 
cues may serve the buyer as proxy sources of information 
regarding product attractiveness. Some possible examples 
are firm image, firm size, and brand share. However, in¬ 
formation regarding many indices is not known to the 
buyer or is often not readily available to him. Thus, 
the buyer may not be certain of the degree of complete¬ 
ness or reliability of many indirect indices of product 
attractiveness. 
Role of price. The price of a product is usually 
known or readily available. If over time, buyers notice 
a positive correspondence between price and realized 
I 
8 
product satisfaction, price may be adopted as a source 
of information for determining a product's attractiveness. 
Indeed, in light of Bruner, Goodnow and Austin's find¬ 
ings that subjects tend to use available cues as if they 
were completely reliable even when previously informed 
that cue reliability varied, a strong positive correspon- 
19 
dence may not be necessary. 
The conceptual scheme of traditional microeconomics 
2 0 
views price only as an indicator of cost. This view is 
a direct extension of the assumption that the buyer has 
perfect knowledge regarding the attractiveness of pro¬ 
ducts. Reliance on this assumption forces the conclusion 
that price cannot affect the buyer's perception of product 
attractiveness. The two notable possible exceptions to 
this view recognized by economists are Giffen goods and 
the doctrine of conspicuous consumption. A Giffen good 
is one for which the quantity demanded increases as the 
price increases. This occurs even though the price in¬ 
crease makes the good relatively more expensive compared 
21 
to other goods. The doctrine of conspicuous consumption 
states that some goods are purchased because of their high 
price and social esteem the buyer expects when others 
22 
learn that he was able to afford the purchase. Diamonds 
are frequently mentioned as an example. 
Economists defend the assumption that price does not 
influence perceptions of product attractiveness on the 
9 
ground of simplicity. Some economists recognize the pos¬ 
sibility that the assumption is lacking in its external 
validity. Watson has noted: 
"The concept of utility carries with it 
the further assumption that wants and the 
subjective utilities of commodities are 
not influenced by prices, in the sense 
that the prices of commodities are assumed 
not to influence evaluations of their desir¬ 
abilities. This assumption puts a heavy 
strain on the imagination. Who can be sure 
that his assessments of the qualities of 
some goods are never influenced by their 
price tags?"23 
Baumol has also addressed himself to this issue: 
"Similarly, when customers have no ability 
to judge the quality of a good directly 
and use price as an indicator of quality, 
as they probably often do, a reduction in 
its price may cut into the demand for a 
good."24 
The use of price as a source of information regard¬ 
ing product attractiveness is not necessarily non-logical. 
For example, extremely durable products often require 
larger quantities of materials and/or more expensive ma¬ 
terials. In addition, higher quality workmanship and 
control often entail higher costs and prices. 
Adages such as "you get what you pay for" suggest 
that buyers do perceive a positive correspondence be¬ 
tween price and product attractiveness in at least some 
purchase situations. Buyers may generalize this experi¬ 
ence when faced with purchase decisions under conditions 
of perceived uncertainty regarding product attractiveness. 
) 
10 
Based on the above discussion it then appears reasonable 
to postulate that under these conditions (1-6) may be 
written as: 
APi = f cik) (1“7) 
th 
where AP . is the attractiveness of the l product as 
previously defined; 
c^ are cues in the array, exclusive of th^ticket 
price, perceived as representing the i pro¬ 
duct's attractiveness, k=l,2,...,r-l; 
is the ticket price of the product. 
Under the uncertainty conditions outlined above, it 
can be postulated that: 
3AP . 
_i 
3p. > 0. (1-8) 
Price and the Purchase Offer 
Since AP is a producer of APO, using (1-2) and (1-8) 
and holding C. constant, it follows that: 
3 APO. 3 APO. 
_i 
3p± 3 AP . l 
3 AP . 
_l 
3p. 
(1-9) 
Based on the above reasoning it may be stated that: 
8. = £(*)_• . + E + P' (1-10) 
1 . 1 J 1 JLJS. -L 
3 k 
represents the £gtal number of cues in the 
1 array for the l purchase offer that 
are perceived by the buyer; 
.. are those cues, except ticket price, in 
1-1 the array that are perceived as sacrifices 
necessary to obtain the product, j=l,2,..., 
m-1; 
where 
11 
are those cues, except ticket price, in 
the array that are perceived.as repre¬ 
senting the attractiveness of the product, 
k=l,2,...,r-1; 
t h 
p^ is the ticket price of the 1 product. 
Price may then be viewed as a cue that represents two 
sources of information to the buyer: an index of cost 
and an index of product attractiveness. Thus, price 
would influence perceptions of the attractiveness of pur¬ 
chase offers through perceptions of both of these produ¬ 
cers . 
Related Research 
A number of research efforts have investigated the 
relationship between price and perceptions of product 
attractiveness. Some of these studies attempt to explore 
the relationship between price and perceived quality. 
The term quality, however, is usually left undefined. 
The following discussion, therefore, will use the terms 
quality and attractiveness synonymously to mean perceived 
want satisfaction. 
Each research effort will only be very briefly des¬ 
cribed in the body of this chapter. The reader is re¬ 
ferred to Appendix A on page 147 for a more comprehensive 
review of the studies described in this chapter. 
Leavitt appears to be the first researcher to ex- 
12 
plore the possible influence of price on perceptions of 
25 
product attractiveness. Leavitt experimented with 
forced-choice shopping-trip situations for common house¬ 
hold products in the 50 cents to $1.00 range. Subjects 
were to choose between differently priced brands of each 
product. They were not exposed to the actual physical 
products. Subjects tended to choose the higher priced 
brand when price and letters of the alphabet used to 
identify the brands were the only differential informa¬ 
tion. In addition, subjects exhibited a greater tenden¬ 
cy to choose higher priced brands when brands were be¬ 
lieved to be heterogeneous in quality and when the price 
difference was large. 
Tull, Boring and Gonsior replicated Leavitt's study 
2 6 
with slight changes in experimental methodology. The 
authors reported evidence supporting Leavitt's findings. 
In addition, the data revealed no significant differences 
among the responses of subjects based on classifications 
of age, sex, or educational levels. 
27 
Olander took exception to the Leavitt and Tull 
et. al. studies by arguing that due to their focus on 
brand choice these studies were investigations of the 
relationship between price and the attractiveness of the 
purchase offer (as defined in 1-7). Olander's research 
demonstrated a positive relationship between price and 
13 
perceived product attractiveness. 
McConnell explored the relationship between price 
and perceptions of attractiveness of three "brands" of 
beer identical except for price and alphabetical brand- 
2 8 
ing. Subjects in this experimental situation were re¬ 
quired to actually consume the brand chosen in a series 
of trials. Obtaining subject's responses on a number of 
evaluative and brand choice measures, McConnell reported 
that there was clear evidence that price was used as an 
indicator of product attractiveness. There also appeared 
to be a positive correspondence between ratings of at¬ 
tractiveness and brand choice. 
Smith and Broome studied the influence of price and 
market-standing information on brand preference for 
29 
brands known and unknown to experimental subjects. The 
authors concluded that neither price nor market-standing 
information significantly influenced subjects' prefer¬ 
ences for unknown brands. 
Stafford and Enis experimentally investigated the 
affect of price and store information on subjects' eval- 
30 
uations of product attractiveness. In this study price 
alone significantly affected ratings of product attrac¬ 
tiveness while store information alone did not. However, 
the joint (interactive) effect of the two independent 
variables significantly influenced perceptions of attrac- 
t 
14 
tiveness. 
Gardner, in a series of experiments, explored the 
validity of a generalized price-attractiveness relation- 
31 
ship. His major findings were that when price was the 
only purchase situation cue available a price-attrac¬ 
tiveness relationship existed. However, when other pur¬ 
chase situation variables were present, the price-attrac¬ 
tiveness relationship almost completely disappeared and 
was replaced by a brand-attractiveness relationship. In 
addition, subjects did not indicate price to be the most 
important purchase variable in the study. However, they 
did rank it second among the purchase variables con¬ 
sidered. 
Lambert conducted a laboratory experiment to de¬ 
termine if price preferences are associated with consum¬ 
er's preconceived beliefs regarding buyer and product re- 
32 
lated variables. Lambert found a positive relationship 
between the price level preferred and the amount of pre¬ 
conceived confidence buyers had in price as a predictor 
of quality. Buyers with more preconceived buying exper¬ 
ience tended to choose higher priced brands but reliance 
on price did not appear to be related to difficulty in 
product evaluations. Also, preconceived uncertainty 
about making a choice was not necessarily greater among 
subjects who had higher price preferences. In addition, 
15 
higher price preferences appeared to be associated with 
the preconceived undesirable consequences of making a 
"poor" brand choice. 
Peterson investigated the nature of the relation- 
33 
ship between price and perceived quality. He reported 
that price was used as an indicator of perceived quality 
when there was a lack of product information. In addi¬ 
tion, he found that a quadratic function having a para¬ 
bolic shape provided the best fit of the relationship 
between price and perceived quality. 
Shapiro conducted an experiment to determine if the 
use of price as an indicator of quality is related to 
selected buyer attitudes and personality characteris¬ 
tics.^^ Shapiro's findings were: 
1. Price affected perceptions of quality 
when it was the only cue but not when 
it was in a multi-cue setting. 
2. Reliance on price as an indicator of 
quality had many sources including 
risk, lack of self confidence, and 
desire for shopping convenience. 
3. Price reliance was a generalized trait 
and was closely related to reliance on 
store reputation and brand. 
Jacoby, et. al., replicated and extended the work of 
McConnell in studying the affect of price on perceptions 
35 
of beer quality. The major findings of the research 
were: 
16 
1. Price affected perceptions of quality 
when it was the only differential cue 
but not when it was in a multi-cue 
setting. 
2. Brand image had a stronger affect on 
quality perceptions than price but 
neither significantly affected per¬ 
ceived quality except when product 
composition characteristics were al¬ 
lowed to vary. 
Rao conducted an experiment in which he manipulated 
price and consumer test report information on electric 
3 6 
shavers and razor blades. He reported that price did 
not significantly affect quality perceptions. However, 
consumer test reports did significantly affect percep¬ 
tions of product quality. 
37 ^ 38 39 
Studies by Adam, Fouilhe, Gabor and Granger, 
40 41 42 
Monroe, Monroe and Venkatesan, Sherif, and Stoetzel 
have offered evidence which supports the hypothesis that 
price limits exist for products. A low price limit is 
defined as a price below which the buyer will avoid a 
purchase. A high price limit is defined as a price above 
which a buyer will avoid a purchase. The purpose, con¬ 
ceptual reasoning, or methodology of each study differed 
but the common finding was that subjects demonstrated a 
strong tendency to use price limits when evaluating con- 
44 
sidered purchases. 
A plausible explanation for this phenomenon is that 
43 
buyers use price as an indicator of product attractiveness 
17 
as well as an indicator of cost. This interpretation 
would view the high price limit as a point beyond which 
subjects viewed the price of the product as being too ex¬ 
pensive for the value to be received. The low price 
limit would be viewed as a point below which price made 
the attractiveness of the product suspect. 
Summary 
Chapter I introduced a conceptualization of buyer 
behavior as a decision process regarding the purchase of 
products and services. A purchase offer was viewed as 
an array of cues which the buyer may perceive as relating 
to the attractiveness of a product (perceived want satis¬ 
faction) and/or the cost of a product (perceived sacri¬ 
fice) . The attractiveness of a purchase offer was viewed 
as a function of the attractiveness of the product (di¬ 
rect) and the cost of the product (inverse). 
Traditional microeconomic price theory assumes the 
buyer has perfect knowledge regarding the attractiveness 
of products. Thus, the conceptual scheme assumes that 
price does not influence a buyer's perceptions of product 
attractiveness. This view is contrasted with Scitovsky's 
argument that buyers are often uncertain of their ability 
to directly judge product attractiveness and thus rely on 
indirect indices of attractiveness. The chapter investi- 
✓ 
IS 
gates the consequences of Scitovsky's proposition by not¬ 
ing the influence price has on perceptions of the attrac¬ 
tiveness of a purchase offer. Price may have a two- 
sided influence on the attractiveness of the purchase 
offer by influencing perceptions of the attractiveness of 
a product as well as its cost. 
The chapter along with its associated Appendix A, 
concludes with a review of research related to the influ¬ 
ence of the price variable on perceptions of product 
attractiveness. 
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CHAPTER II 
NEED AND PURPOSE OF RESEARCH 
Needed Research 
A review of previous research reveals evidence sug¬ 
gesting that price may be used as an indicator of product 
attractiveness in some circumstances but apparently not 
others. The Leavitt, Tull et. a_l. , and McConnell re¬ 
search efforts supported the price-attractiveness rela¬ 
tionship. Smith and Broome and Gardner reported that 
known brand information appears to preempt the use of 
price as an indicator of product attractiveness. Gardner 
also reported that a generalized price-attractiveness re¬ 
lationship does not appear to exist across product 
classes when price is only one element in a multi-cue 
setting. Results of the Jacoby et. a_l. experiment ap¬ 
peared to substantiate Gardner's findings. Lambert and 
Shapiro reported evidence which suggests that the use of 
price as an indicator of product attractiveness is re¬ 
lated to certain preconceived beliefs and personality 
traits of the buyer. 
The majority of research to date has attempted to 
determine if a relationship exists between price and 
perceived product attractiveness per se. Little atten¬ 
tion has been directed toward exploring the possible 
I 
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conditions which may foster this relationship. Some re¬ 
search activity has attempted to assess the effect of 
other direct or indirect indices of product attractive¬ 
ness which may complement or compete with the information 
content of the price variable. However, even these in¬ 
vestigations do not appear to be directed toward discov¬ 
ering the underlying conditions which would influence 
buyers to be affected by price or other cues when assess¬ 
ing product attractiveness. 
Other research has been conducted over a number of 
product classes apparently to determine if price influ¬ 
ences perceptions of product attractiveness over a range 
of product categories. An underlying framework for se¬ 
lecting product classes has not been explicitly apparent 
in these studies."^ Thus, one is left to speculate why a 
price-attractiveness relationship may not appear to exist 
for a particular product class. That is, the underlying 
condition which may have fostered such findings would be 
a matter of speculation. 
A few research endeavors do represent exceptions to 
the above comments. Lambert attempted to identify a re¬ 
lationship between the use of price as an indicator of 
product attractiveness and certain preconceived buyer 
attitudes. Shapiro also explored this direction and has 
extended it to consider certain buyer personality traits. 
I 
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However, these endeavors did not focus on situational 
conditions which may foster a price-attractiveness rela¬ 
tionship. Rather, they focused on individual buyer 
traits. 
Much of the previous research has also concentrated 
on a purchase decision. The research question in these 
cases asked which of the differently priced items sub¬ 
jects would indicate a willingness to buy. As a result 
these studies did not directly examine the relationship 
between price and product attractiveness. Instead, they 
investigated the relationship between price and the at¬ 
tractiveness of the purchase offer. It has been argued 
that the attractiveness of a purchase offer is some func¬ 
tion of the cost of a product and the attractiveness of 
a product. Thus, focus on a purchase decision cannot 
directly examine the relationship between price and per¬ 
ceived product attractiveness since price as an indica¬ 
tor of cost is acting as an uncontrolled intervening 
variable. 
A useful direction for research in this area would 
be exploration of the underlying conditions which may 
foster the use of price as an indicator of product at¬ 
tractiveness . Such a study would provide a deeper under¬ 
standing of when and how price influences buyer decisions. 
Gardner has also called attention to the need for this 
area of inquiry when he noted that price appears to in- 
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fluence perceptions of product attractiveness in "....as 
2 
yet unspecified circumstances." 
Statement of Objective 
The objective of this research was to explore under¬ 
lying conditions which may influence the use of price as 
an indicator of relative product attractiveness. An un¬ 
derstanding of these conditions and how they foster the 
price-attractiveness relationship would aid in explaining 
the potency of the price variable in influencing buyer 
behavior. Knowledge of this kind would also be fruitful 
in offering explanation as to why the price-attractiveness 
relationship may exist for only some products by certain 
buyer segments. 
The influence of two possible situational conditions 
on the use of price as an indicator of relative product 
attractiveness was investigated: 1) the level of uncer¬ 
tainty regarding relative product attractiveness and 2) 
the level of stakes (negative consequences) involved in 
judging product attractiveness. 
Conceptualization and Statement of Hypotheses 
It is reasonable to assume that buyers are goal or¬ 
iented and desire some minimal level of satisfaction of 
these goals from considered purchases. • Although this 
level of satisfaction may not be well defined, the buyer 
i 
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uses cues in the purchase offer array to assess the rela¬ 
tive attractiveness of alternative purchase offers. This 
involves assessing the relative attractiveness of products. 
At least part of the buyer's decision process can be 
viewed as an attempt to reduce uncertainty regarding the 
relative attractiveness of products. Thus the buyer seeks 
or is receptive to information which will enable him to 
assess the relative attractiveness of various products. 
Scitovsky has proposed that buyers are often uncertain of 
relative product attractiveness and thus rely on indirect 
indices, one of which may be price. Research evidence 
indicates that when little information is available, 
buyers do tend to use price as an indicator of relative 
attractiveness. Thus, research evidence tends to confirm 
Scitovsky's proposition that buyers use price as an indi¬ 
cator of relative product attractiveness to reduce their 
uncertainty. 
Based on this evidence it is proposed that if price 
is used as an indicator of relative product attractive¬ 
ness it would influence the buyer's perceptions of rela¬ 
tive attractiveness to a greater extent when his uncer¬ 
tainty regarding relative attractiveness is high than 
when it is low. Under conditions of high uncertainty, 
less is known about relative product attractiveness. 
Thus, if price does serve as a source of information its 
i 
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salience to the buyer should be higher under conditions 
of high uncertainty than under conditions of low uncer¬ 
tainty. 
This reasoning is consistent with the theoretical 
scheme of Howard and Sheth regarding buyer uncertainty 
as a result of product evaluations. Their theoretical 
scheme proposes that uncertainty is associated with pro- 
3 
duct evaluations. Thus, uncertainty would be associ¬ 
ated with evaluations of relative product attractiveness. 
Howard and Sheth further propose that this uncertainty 
leads to increased attention and overt search for infor¬ 
mation. These propositions also appear consistent with 
4 5 
the work of Berlyne and Lanzetta regarding information 
seeking behavior. In addition, experimental evidence by 
6 7 
Tucker and Dudycha and Naylor suggest that the corres¬ 
pondence between price and realized satisfaction derived 
from the product need not be high before buyers adopt the 
cue price as a source of information regarding relative 
product attractiveness. 
Recent price research implicitly assumes that the 
use of price as an indicator of relative product attrac¬ 
tiveness is influenced by the degree of buyer uncertain¬ 
ty. For example, early studies placed subjects in situ¬ 
ations where physical products were identical or where 
no physical products were present. Seemingly, these 
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situations would foster some degree of buyer uncertainty 
regarding relative product attractiveness. However, to 
date, no attempt has been made to explicitly compare this 
situation under controlled conditions to a situation of 
low uncertainty regarding relative attractiveness. Thus, 
it would be useful to test the proposition that buyer un¬ 
certainty regarding relative product attractiveness in¬ 
fluences the use of price as an indicator of relative at¬ 
tractiveness. For this reason the following hypothesis 
was offered for testing. 
H^: Price will be used as an indicator of rela¬ 
tive product attractiveness to a greater ex¬ 
tent under conditions of high uncertainty re¬ 
garding relative product attractiveness than 
under conditions of low uncertainty regarding 
relative product attractiveness. 
Each purchase act involves consequences for the buyer 
Consequences are defined as events which are perceived as 
rewarding or detrimental. If a buyer incorrectly judges 
relative product attractiveness he faces possible negative 
consequences. These negative consequences may be in the 
form of opportunity losses of satisfaction or actual detri 
mental effects. Coombs and Beardslee refer to negative 
consequences as stakes (what the decision-maker stands to 
g 
lose) and this terminology will be adopted here. 
If the buyer has some degree of uncertainty regarding 
relative product attractiveness the stakes involved in the 
I 
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decision may influence his use of price as an indicator 
of relative product attractiveness. This proposition is 
consistent with the theoretical concept of perceived risk 
9 
as conceptualized by Bauer. The scheme recognizes that 
stakes are one component of perceived risk. Bauer also 
proposes that under high perceived risk (which may be a 
result of high stakes) buyers will attempt to reduce the 
risk. One strategy of risk reduction is a search for in¬ 
formation. Thus, high perceived stakes in an evaluation 
situation may lead the buyer to search for or become more 
receptive to cues that may serve him as potential sources 
of information regarding relative product attractiveness. 
Some experimental evidence exists which may be in¬ 
terpreted as being supportive of the proposition that the 
stakes involved in a decision influence the use of price 
as an indicator of the relative attractiveness of pro¬ 
ducts. Olander reported that price was used as an indi¬ 
cator of relative product attractiveness to a greater ex¬ 
tent when subjects were awarded prizes based on their de¬ 
cision than when no prizes were awarded.^ However, be¬ 
cause there were other experimental differences between 
groups, the evidence cannot form the basis of firm support 
for the proposition. 
Lambert's research may also be viewed as being sup¬ 
portive.11 He noted that subjects in his experiment who 
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"purchased" the higher priced product tended to perceive 
the consequences of a "poor" choice as being more unde¬ 
sirable than subjects who "purchased" the lower priced 
products. It should be noted that the dependent variable 
in the study was a purchase decision and not a direct 
evaluation of relative product attractiveness. In addi¬ 
tion, subjects were apparently not awarded prizes based 
on their decision but merely responded to a paper and 
pencil test. Also, the study focused on the predisposi¬ 
tions of individual subjects toward stakes. It did not 
manipulate the level of stakes and expose all subjects to 
the conditions of various levels of stakes. However, 
findings of the study could be viewed as consistent with 
the above proposition. 
The supportive evidence appears to lend some credi¬ 
bility to the argument that the stakes involved in pro¬ 
duct evaluation situations may influence the use of price 
as an indicator of relative product attractiveness. Thus, 
the following hypothesis was offered for testing: 
B. : Price will be used as an indicator of rela¬ 
tive product attractiveness to a greater 
extent when the stakes involved in a pro¬ 
duct evaluation situation are high than 
when the stakes involved in the evaluation 
are low. 
If the level of uncertainty and stakes do influence 
the use of price in the hypothesized manner it appears 
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reasonable to suggest that the condition of high uncer¬ 
tainty and high stakes would influence the use of price 
as an indicator of relative product attractiveness to a 
greater extent than lower levels of uncertainty and 
stakes. Thus, the following hypotheses were offered for 
testing: 
: Price will be used as an indicator of rela¬ 
tive product attractiveness to a greater 
extent under conditions of high uncertainty 
and high stakes than under conditions of 
low uncertainty and low stakes. 
: Price will be used as an indicator of rela¬ 
tive product attractiveness to a greater 
extent under conditions of high uncertainty 
and high stakes than under conditions of 
high uncertainty and low stakes. 
H^: Price will be used as an indicator of rela¬ 
tive product attractiveness to a greater 
extent under conditions of high uncertainty 
and high stakes than under conditions of low 
uncertainty and high stakes. 
Statement of Research Problem 
The major research problem is to design a research 
methodology that would allow testing of the previously 
stated hypotheses. The methodology should allow for iso 
lation and manipulation of the uncertainty and stakes in 
dependent variables involved in a product evaluation 
situation. Thus, control is necessary to minimize or 
account for extraneous influences on the dependent vari¬ 
able . 
34 
It is also necessary for the methodology to allow 
the independent variable price to be manipulated within 
a range that would be reasonable ticket prices for the 
products chosen for the study. Unreasonably high or low 
prices could possibly create suspicion on the part of the 
subject. 
The objective of the research is to focus on the in¬ 
fluence of price on evaluations of relative product at¬ 
tractiveness. The relationship between price and percep¬ 
tions of the attractiveness of purchase offers is not 
under investigation. Thus, the methodology should allow 
measurement of the relative attractiveness of alternative 
products. This precludes the use of a willingness to buy 
indicator as the measuring device for the dependent vari¬ 
able. A more direct measure of the relative attractive¬ 
ness of alternative products is needed. 
Summary 
Chapter II notes that recent pricing research has not 
fully explored conditions which may foster the use of 
price as an indicator of relative product attractiveness. 
The majority of previous research has been directed toward 
discovering whether a relationship exists between price 
and buyer's perceptions of product attractiveness per se. 
The objective of the dissertation is to explore con- 
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ditions which may influence the use of price as an indi¬ 
cator of relative product attractiveness. The influence 
of two variables on the use of price as an indicator of 
relative product attractiveness are identified for in¬ 
vestigation: 1) the level of uncertainty regarding rela¬ 
tive product attractiveness and 2) the level of stakes 
(negative consequences) involved in evaluating relative 
product attractiveness. 
Hypotheses directly relating the use of price as an 
indicator of relative product attractiveness to the de¬ 
gree of uncertainty and stakes involved in the evaluation 
situation are offered. The chapter concludes with a 
statement of the research problem. 
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CHAPTER III 
RESEARCH DESIGN AND METHODOLOGY 
To facilitate control over independent variables 
and extraneous influences on the dependent variable, a 
laboratory experiment was employed to generate the data. 
The independent variables uncertainty and stakes were 
manipulated at two levels, high and low. One half of 
the experimental groups received no price information 
while the other half were given price information. The 
various combinations of treatments each experimental 
group received are portrayed in Figure 1. 
Subjects in each experimental group evaluated two 
different brands of AM/FM radios and indicated their 
relative attractiveness in a paired-comparison situa¬ 
tion. 
Product Type Used 
A number of selection criteria were involved in 
identifying a product type to be used in the evaluation 
situation. It was desirable for the product to be one 
that subjects were familiar with and could be expected 
to purchase or have an interest in purchasing. Satis¬ 
fying these criteria would assist in lending realism to 
the evaluation situation. 
» 
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Figure 1 
EXPERIMENTAL TREATMENT 
COMBINATIONS 
Low 
Uncertainty 
High 
Uncertainty 
Low 
No 
Price 
Treatment 
Group 1 Group 5 
Stakes 
Price 
Treatment 
Group 2 Group 6 
High 
Stakes 
No 
Price 
Treatment 
Group 3 Group 7 
Price 
Treatment 
Group 4 Group 8 
) 
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It was desired to select a product sufficiently 
complex in nature such that the relative attractiveness 
of alternative brands would not be readily apparent on 
visual inspection. This would assist in manipulating 
uncertainty regarding the relative attractiveness of 
alternative brands. 
Another selection criterion involved choosing a 
product type with at least two distinct product lines. 
As will be explained below, use of different lines of 
the same general product type would facilitate manipula¬ 
tion of the stakes variable. 
Lastly, it was desirable to consider only those 
products which would not involve a prohibitive cost. 
Since a number of products involved in the study had to 
be purchased by the experimenter, the expense of product 
acquisition represented a practical limitation. 
Although several products met the criteria speci¬ 
fied, 'AM/FM radios were selected for use in the experi¬ 
ment. This product was believed to have a broader sub¬ 
ject appeal and to be more familiar to college students 
than products such as inexpensive cameras and tape re¬ 
corders which were also considered. 
Table radios. The brands of table radios chosen 
for the high stakes treatment had similar exterior fea¬ 
tures. Each had cloth speaker covers, were very similar 
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in physical dimensions and had attractively finished 
wooden cabinets. Each also had tone controls, dial 
lights, separate AM and FM tuning scales, and extra 
speaker jacks. 
Pocket radios. Brands of pocket radios also pos¬ 
sessed similar exterior features. Each had a built-in 
AM antenna, telescoping FM antenna, log tuning scale, 
and plastic carrying strap. One brand had a metal 
speaker cover and the other had a plastic-grid speaker 
cover. One brand was slightly taller while the other 
brand was slightly deeper. Neither brand had carrying 
cases and both had earphone jacks for private listen¬ 
ing . 
Independent Variables 
Stakes. Stakes have previously been defined as the 
amount the decision-maker stands to lose in terms of 
detrimental effects and/or opportunity losses of satis¬ 
faction. To introduce stakes into the evaluation situ¬ 
ation subjects were informed that at the conclusion of 
the experiment a number of names would be randomly drawn 
from the list of participants. These subjects would 
then receive as prizes the brand of radio they pre¬ 
ferred in the experiment. In addition, subjects were 
informed that guarantees, refunds, or return requests 
» 
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would not be honored and they would have to "live with" 
their brand preference. Thus, the evaluation situation 
involved real consequences for the subjects. 
To introduce conditions of high and low stakes the 
respective experimental groups were exposed to the dif¬ 
ferent types of AM/FM radios. Subjects assigned to the 
condition of high stakes evaluated and were eligible to 
receive two different brands of AM/FM table radios. Sub¬ 
jects assigned to the condition of low stakes evaluated 
and were eligible to receive two different brands of AM/ 
FM pocket-transistor radios. All subjects were informed 
that the two brands of radios they would evaluate were 
chosen from a group of four brands of radios that had 
been evaluated by an independent audio testing labora¬ 
tory, that the testing laboratory had rated one brand 
"substantially lower" than the other three brands, and 
that this brand may or may not be one of the brands they 
would evaluate. 
The rationale for this method of manipulating stakes 
was based on the assumption that subjects would perceive 
the table radios as having greater value than the pocket- 
transitor radios. In both cases the possibility existed 
of receiving as a gift the brand that the testing labora¬ 
tory rated "substantially lower". Thus, if the table 
radios are perceived as having greater value than the 
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pocket-transistors the opportunity loss of satisfaction 
(stakes) involved in the preference decision would be 
greater for table radios. Pretests conducted to exam¬ 
ine the validity of the above assumption are discussed 
on page 48. 
An additional vehicle was employed in the experi¬ 
ment to enhance subjects' perceptions of the relative 
stakes involved in the two evaluation situations. Sub¬ 
jects assigned to the condition of low stakes were told 
that they were not as lucky as other subjects involved 
in the experiment since these other subjects were going 
to evaluate and be eligible to receive as gifts large 
AM/FM table radios. Subjects assigned to the condition 
of high stakes were informed that they were lucky com¬ 
pared to other subjects involved in the experiment be¬ 
cause these other subjects only had the opportunity to 
evaluate and become eligible to receive as gifts small 
AM/FM pocket-transistor radios. These statements were 
used in an attempt to accentuate relative perceptions of 
the stakes involved between groups in the evaluation sit¬ 
uations . 
Uncertainty. It was assumed that uncertainty re¬ 
garding relative product attractiveness is a function of 
information regarding relative attractiveness. This as¬ 
sumption is consistent with Scitovsky's^ conceptualiza- 
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tion and much of the literature regarding decision pro- 
2 
cesses. The manipulation of uncertainty was based on 
this assumption. 
The pretest conducted to examine the validity of 
this assumption and the feasibility of manipulating un¬ 
certainty with information regarding the brands is dis¬ 
cussed on page 49. The manipulative techniques involved 
in the actual experiment were identical to those used in 
the pretest. However, in the actual experiment the de¬ 
gree of subject uncertainty was not measured. Instead, 
subjects responded to a brand preference scale. Results 
of the pretest were used as the justification that un- 
% 
certainty was manipulated in the actual experiment. 
Price. Manipulation of the price variable involved 
two conditions of price information. Half of the experi¬ 
mental groups were exposed to price information and the 
remaining groups received no price information. The 
price information treatment exposed subjects to differ¬ 
ential prices for Brand A and Brand B respectively. Prices 
assigned to the pocket radios were $12.00 and $20.00 for 
Brand B and Brand A respectively. Prices assigned to the 
table radios were $24.00 and $40.00 for Brand B and Brand 
A respectively. These prices represent the modal high 
and low acceptable prices identified by subjects respond¬ 
ing to a pretest described on page 53. 
I 
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The decision to use modal high and low acceptable 
prices in the experiment was influenced by two criteria. 
One criterion was that price differences between brands 
in the experiment should be large. Research evidence in 
3 
psychophysics has demonstrated that a difference be¬ 
tween two values of a stimulus must reach a certain min¬ 
imum magnitude before it will be perceived. Thus, se¬ 
lecting small price differences between brands has the 
potential danger of using prices which subjects would 
perceive as being essentially the same. This would ne¬ 
gate the use of price as an indicator of relative pro¬ 
duct attractiveness. Thus, studying conditional influ¬ 
ences on the use of price as an indicator of relative 
attractiveness would be impossible. Therefore, large 
price differences between brands were desirable in an 
attempt to insure that subjects would perceive the prices 
as being different rather than essentially identical. 
The second selection criterion for prices was that 
the majority of subjects should not perceive prices as 
being unreasonably high or low for the product in ques¬ 
tion. This criterion dictated the use of prices per¬ 
ceived as acceptable by the majority of pretest subjects. 
Use of prices identified as acceptable would assist in 
insuring that prices would not be perceived as being un¬ 
reasonably high or low for products used in the experi- 
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ment. 
Little research evidence exists which would assist 
in determining the magnitude of price differences which 
should exist between brands in this type of experimental 
situation. Thus, modal high and low acceptable prices 
identified in the pretest were used as the prices as¬ 
signed to brands used in the experiment. These prices 
represent the largest price differences which were viewed 
by the majority of pretest subjects as being acceptable. 
To assign prices to brands in the low uncertainty 
groups, consideration had to be given to how price in¬ 
formation would relate to information employed to reduce 
subject uncertainty. Assignment of prices could be con¬ 
sistent or discrepant with information used to reduce un¬ 
certainty in the low uncertainty treatment groups. 
These two conditions might invoke different perceptual 
or cognitive mechanisms to process the information con¬ 
tent of the price variable. The scope of the study was 
limited to investigating the condition where price in¬ 
formation is consistent with the information provided to 
\ 
the low uncertainty groups. Thus, in both conditions of 
stakes Brand A served as the brand which bore the higher 
price. 
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The Bependent Variable 
The dependent variable was subjects' perceptions of 
the relative attractiveness of the two brands of radios 
they were exposed to in the experimental situation. Thus, 
the dependent variable did not involve a purchase deci¬ 
sion. Rather, it involved subjects' perceptions of the 
relative want satisfying properties of alternative brands 
of radios without consideration of the cost involved in 
acquiring the brands. 
Perceptions of relative product attractiveness were 
measured by a twenty-five point rating scale which is a 
modified version of the rating scale developed by Scheffe 
for product preference ratings in paired comparison situ¬ 
ations.^ Use of the scale in this experiment required 
the assumption that responses regarding the degree of 
brand preference on the scale directly reflected percep¬ 
tions of relative product attractiveness. 
The preference scale has also been employed by Smith 
and Broome in a pricing experiment described in Appendix 
A.^ The authors' use of the scale is identical to its 
use in this experiment in that subjects from both price 
treatment and no-price treatment groups responded to the 
scale in paired comparison situations. 
A sample of the preference scale appears on page 188 
in Appendix B. The scale is comprised of twenty-five 
I 
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points of preference ratings referenced in equal inter¬ 
vals by preference statements ranging from "I prefer B 
to A very strongly" through "No preference" to "I pre¬ 
fer A to B very strongly". 
The scale represents a modification of the original 
form employed by Sheffe in that it has been expanded by 
the inclusion of a larger number of preference points. 
This expansion was suggested by Scheffe after original 
experimentation suggested that the sensitivity of the 
scale could be increased by its expansion.^ 
Subjects were instructed to respond to the scale by 
placing a check mark on any one of the scale points that 
best reflected their brand preference. Thus, the scale 
was marked once and only once by each subject to indi¬ 
cate which brand he preferred and the degree of that 
preference. 
Pretests 
Stakes. Two steps were taken in an attempt to exam¬ 
ine the feasibility of using the two types of AM/FM radios 
to manipulate stakes. A convenience sample of 33 sub¬ 
jects other than subjects used in the actual experiment 
were asked to respond to the following question. 
"Which of the following do you perceive 
as having greater value? 
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_ AM/FM pocket-transistor radio 
_ AM/FM non-sterio table radio" 
Twenty-seven respondents chose the non-stereo table 
radio and six respondents chose the pocket-transistor 
radio. Informal debriefing of the six respondents who 
chose the pocket-transistor revealed that four already 
owned non-stereo table radios but did not own an AM/FM 
pocket-transistor radio. The other two respondents be¬ 
lieved the portability of the pocket-transistor gave it 
more value. 
A different convenience sample of thirty subjects 
who were also not involved in the actual experiment were 
asked to respond to the following question. 
"Assume that you received the following 
two items as gifts. Also assume that 
you are equally dissatisfied with the 
performance of both items. Which item 
do you feel would represent the larger 
loss of satisfaction to you? 
_ AM/FM pocket-transistor radio 
_ AM/FM non-stereo table radio." 
Twenty-six respondents chose the non-stereo table 
radio and four respondents chose the pocket-transistor 
radio. Results from these two investigations were viewed 
as being supportive of the assumption that subjects would 
perceive greater value in the table radios. 
Uncertainty. A pretest was conducted to determine 
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the feasibility of manipulating uncertainty with infor¬ 
mation regarding the brands. A second purpose of the pre¬ 
test was to identify the informational inputs necessary 
to manipulate uncertainty. Subjects used for this pre- 
7 
test were not involved in the actual experiment. 
The pretest involved exposing subjects to the brands 
and information regarding the brands. The information 
was not necessarily factual. However, considerable care 
was taken to provide believable information. Several 
lengthy discussions with local audio specialty retailers 
were conducted in an effort to arrive at informational 
inputs that would appear to be factual in nature. 
Brands in the pretest were identified only by letters 
of the alphabet. The brands were identified as Brand A 
and Brand B. All other identifying marks such as brand 
name, brand symbols, or marks identifying country of man¬ 
ufacture were concealed with masking tape to avoid the 
possibility that individual attitudes toward particular 
brands or country of manufacture would influence subject 
responses. 
Each subject received a booklet composed of an in¬ 
struction sheet, information relating to each of the two 
brands of radios they were to evaluate, an uncertainty 
scale, and debriefing questions. The physical brands 
were placed on a table in front of the subjects with a 
l 
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show card indicating the "brand". Subjects were in¬ 
structed to assume that they were evaluating the brands 
to decide which one they would want to receive as a 
gift. They were informed that an independent audio 
testing laboratory had evaluated four brands of the 
radios and rated one brand substantially lower than the 
other three brands. Subjects were also told that this 
lower rated brand may or may not be one of the brands 
they would evaluate. They were instructed to read the 
information on the specification sheet regarding the two 
brands they would evaluate, physically examine the brands, 
and then indicate how certain they were, based on the in¬ 
formation available, of their ability to evaluate the 
brands and decide which brand would provide them with 
greater satisfaction. 
Subjects were verbally instructed with the aid of a 
blackboard on how to indicate the degree of their uncer¬ 
tainty on a 0-100 point equal interval scale having "no 
certainty at all" and "completely certain" as end refer¬ 
ence points. The scale was twenty centimeters in length 
with reference marks at one centimeter intervals. 
After marking the scale, subjects responded to de¬ 
briefing questions designed to determine if they could 
recognize the actual brand names of the radios they were 
exposed to. 
The pretest consisted of four groups. For both the 
table and pocket radios one group of subjects received 
information only briefly describing obvious identical 
characteristics of each brand. A second group of sub¬ 
jects for each radio received differential information 
describing a number of features of each brand. In cases 
/* 
where it was believed that subjects may not have been ac¬ 
quainted with a technical description, a definition of 
the technical terminology was included. Samples of the 
pretest response booklet for table radios and pocket 
radios are enclosed on pages 170 through 179 in Appendix 
B. The two different information sheets used for each 
type of radio are enclosed in each sample. 
The uncertainty scale was assumed to be of the in¬ 
terval type for analysis. Responses which fell on inter¬ 
mediate points in an interval on the scale were measured 
to assign intermediate values. These responses were 
rounded to the nearest whole number. The t-test of sig¬ 
nificance was used to analyze the difference between 
group means of the high uncertainty and low uncertainty 
groups for both table and pocket radios. A significant 
difference (p < .005) was found to exist between group 
means for both table radios and pocket radios. 
Tabulation of subject responses to the debriefing 
questions revealed that two subjects were able to iden- 
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tify at least one of the actual brand names of the radios 
they were exposed to. Responses of these subjects were 
not included in the analysis of the uncertainty data. 
Based on the pretest results it was concluded that 
manipulating uncertainty through the use of information 
manipulation was a feasible approach. Thus, the informa¬ 
tion used to manipulate uncertainty in the pretest was 
the information used for this manipulation in the actual 
experiment. 
Price. A pretest was conducted to ascertain accept¬ 
able price levels to be attached to the brands of table 
and pocket radios. Using the method employed by Monroe 
g 
and Venkatesan subjects different from those used in the 
actual experiment were presented with a product descrip¬ 
tion and asked to identify acceptable and unacceptable 
prices for the product. An acceptable price was defined 
to the subjects as a price they would consider paying for 
the product in a normal shopping situation. An unaccept¬ 
able price was defined as a price they would not consider 
paying in a normal shopping situation. Subjects received 
written instructions on how to indicate their responses 
on scales provided. The scales were open-ended and con¬ 
tained intermediate reference prices. The scale for 
pocket-transistor radios contained reference prices rang¬ 
ing from $4.00 to $40.00 in equal interval increments of 
i 
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$4.00. The equal interval scale for table radios ranged 
from $8.00 to $80.00 in increments of $8.00. A sample of 
the pretest questionnaire appears on page 180 in Appendix 
B. 
The purpose of employing an unacceptable price scale 
was to provide a consistency check on responses of sub¬ 
jects. In cases where subjects responded by indicating 
that a particular price was both acceptable and unaccepta¬ 
ble on appropriate scales the response was regarded as 
inconsistent and was not used for subsequent analysis. 
Four responses fell into this category. 
A number of subjects responded by leaving "gaps" be¬ 
tween prices identified as acceptable and prices identi¬ 
fied as unacceptable. These non-classified prices were 
interpreted as representing zones of confusion or indif¬ 
ference. Only prices clearly identified by subjects as 
being acceptable were coded as acceptable prices. 
Histograms depicting the frequency that various 
prices were identified by subjects as high or low ac¬ 
ceptable prices appear on pages 184 through 187 in Ap¬ 
pendix B. The modal high and low acceptable prices for 
pocket and table radios were used in the experiment. As 
mentioned previously these prices were $12.00 and $20.00 
for Brand B and Brand A pocket radios respectively. The 
prices for table radios were $24.00 and $40.00 for Brand 
B and Brand A respectively. 
I 
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Conduct of the Experiment 
Subjects who participated in the experiment were 
undergraduate students at the University of Massachu¬ 
setts, the majority of whom were enrolled in the basic 
marketing course offered in the School of Business Ad¬ 
ministration. The experiment was conducted during the 
very early part of the 1971 spring semester. Thus, it 
was assumed that subjects had not yet been exposed to a 
comprehensive formal treatment of the discipline of mar¬ 
keting, including consideration of the price variable. 
Participation of subjects was voluntary. Upon 
registration for participation subjects were given an 
appointment sheet indicating the time and place they were 
to participate in the experiment. (A copy of the re¬ 
minder sheet is presented on page 189 of Appendix B.) 
The potential subject also self addressed an envelope en¬ 
abling a second reminder sheet to be delivered by United 
States mail to him the day before his participation in 
the experiment. (A copy of this second reminder sheet 
appears on page 190 of Appendix B.) To further solicit 
subject participation a notice was read in marketing 
lectures the week of the experiment encouraging atten¬ 
dance. Twenty-two subjects were enrolled for each ex¬ 
perimental treatment combination. 
I 
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The experiment was conducted during a two-day period. 
Four experimental groups were scheduled each day at the 
times 10:10 AM, 11:15 AM, 1:30 PM, and 2:30 PM. The pur¬ 
pose of conducting the experiment over a short time span 
was to minimize the potential amount of communication be¬ 
tween subjects of different experimental groups. 
Subjects were allowed to register for an experimental 
treatment time convenient to their class schedules. Appar¬ 
ently because students in a particular marketing section 
had differing class schedules the distribution of stu¬ 
dents in a particular marketing class to various experi¬ 
mental times was quite dispersed. The number of subjects 
that participated in each experimental treatment is pre¬ 
sented in Table 1. A table of random numbers was used 
to assign the various treatment conditions to the eight 
experimental times. 
Seven of the eight experimental treatments were ad¬ 
ministered in the behavioral laboratory at the School of 
Business Administration. The one exception was necessary 
because regularly scheduled classes had previously been 
committed to use the laboratory. The eighth experimental 
treatment was administered in a seminar room and every 
effort was made to duplicate conditions which existed in 
the behavioral laboratory. 
Table 1 
NUMBER OF SUBJECTS PARTICIPATING 
IN EACH EXPERIMENTAL TREATMENT 
Group 1 n = 22 Group 5 n = 14 
Group 2 n = 19 Group 6 n = 19 
Group 3 n = 17 Group 7 n = 20 
Group 4 n = 16 Group 8 n = 21 
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Subjects were seated in a semi-circle facing a table 
on which the products were displayed. The products were 
kept concealed from view as instructions for the experi¬ 
ment were given. Questionnaires were distributed to sub¬ 
jects with instructions to provide their name, local ad¬ 
dress, and telephone number in the space provided. It 
was explained that this information was needed to contact 
those subjects that had won radios as prizes. Sample 
scales for the dependent variable were also distributed 
at this time. Subjects were told to read the instructions 
carefully but not to open the response booklet. (A copy 
of the sample scale and the response booklet for both 
table and pocket radios are enclosed in Appendix B on 
pages 191 through 203. ) The response booklets contain 
specification sheets for both high and low uncertainty 
treatments. Those subjects that received price informa¬ 
tion received specification sheets which are identical 
to those enclosed in Appendix B except for price informa¬ 
tion which was presented as the second item of informa¬ 
tion. 
When it was evident that all subjects had read the 
instructions the experimenter reviewed them by reading 
an instruction sheet aloud with emphasis given to under¬ 
lined phrases. At this time subjects were also informed 
that if a prize winner had marked "no preference" on the 
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response scale the brand awarded to him would be de¬ 
termined by a random process. Subjects were also ad¬ 
vised that no communication of any form between indi¬ 
viduals was allowed during the experiment. 
When it was clear that no questions remained, the 
brands were exposed and identified with show cards as 
"Brand A" and "Brand B" in two-inch high lettering. 
Each subject had a clear view of the brands and show 
cards from his seated position. 
To expedite the process of physical examination of 
brands by subjects,ffour radios, two of each brand, 
were presented with show cards on the table. Two brands, 
A and B, faced the subjects and another set faced the 
rear of the table. When subjects approached the display 
table to physically evaluate the brands approximately one 
half evaluated each set of radios. Subjects were invited 
to view both pairs of radios if they wished to insure 
themselves that only two brands of radios were involved 
in the study. 
Subjects were not allowed to "play" the radios dur¬ 
ing evaluation. This decision was made for two reasons. 
First, it facilitated the manipulation of uncertainty by 
controlling for individual perceptions concerning the 
the reproduction of sound and reception characteristics 
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in a poor reception area. Secondly, it was believed that 
subject testing of volume and receiving characteristics 
of the four display radios in a relatively small room 
area would result in an unnerving and confusing setting. 
This wrould not duplicate typical evaluation situations. 
After physical examination of the radios, subjects 
returned to their seats to respond to the preference 
scale and debriefing questions. It was estimated that 
the variation in physical examination time between sub¬ 
jects was no more than thirty percent. 
Summary 
Chapter III introduces the research design and 
methodology. A laboratory experiment was used as the 
vehicle for data generation. The treatments of uncer¬ 
tainty, stakes, and price were each manipulated to two 
levels. Thus, eight experimental groups, each receiv¬ 
ing a different combination of treatments, were involved 
in the study. 
The chapter describes criteria used in product se¬ 
lection and the AM/PM radios actually chosen for use in 
the experiment. The chapter also describes the ration¬ 
ale behind methods chosen to manipulate levels of un¬ 
certainty, stakes, and price, as well as assumptions in- 
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volved in these manipulations. The design, conduct, and 
results of pretests employed to explore the feasibility 
and validity of the manipulations are also described. 
The dependent measure of relative product attractiveness 
and assumptions regarding its use are treated. 
The chapter concludes with a description of the con¬ 
duct of the experiment. Methods of acquiring subjects 
and actual laboratory conditions and conduct are detailed. 
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CHAPTER IV 
RESULTS AND ANALYSIS 
t 
Preliminary Steps 
Several steps were taken prior to submitting the 
data to an analysis of variance. These steps are re¬ 
lated to subject responses toward several debriefing 
questions. 
One debriefing question asked subjects to indi¬ 
cate their conception of the purpose of the experiment. 
Responses of subjects who correctly identified the pur¬ 
pose of the experiment were deleted from subsequent an¬ 
alysis. This action was taken to insure that knowledge 
of the purpose of the experiment would not influence 
subject attempts to respond in a manner perceived to be 
beneficial or detrimental to the goals of the experi¬ 
ment. 
Responses of subjects who correctly identified the 
actual brand name of Brand A or Brand B were also de¬ 
leted from subsequent analysis. This action avoided the 
possibility of including responses which were influenced 
by brand images and attitudes toward known or unknown 
brands. 
The number of responses remaining in each group after 
the deletions referred to above are presented in Table 2. 
Table 2 
GROUP SIZES AFTER DELETION 
OF UNUSABLE SUBJECT RESPONSES 
Group 1 n = 20 Group 5 n = 14 
.Group 2 n = 16 Group 6 n = 17 
Group 3 n = 16 Group 7 n = 20 
Group 4 n = 16 Group 8 n = 15 
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Analysis 
Responses remaining after deletions referred to 
above constituted the data input for subsequent analy¬ 
sis. The preference scale subjects responded to was 
measured by assigning integer values to each point on 
the scale. These values ranged from +12 for the state¬ 
ment "I prefer A to B very strongly" through 0 for "No 
preference" to -12 for "I prefer B to A very strongly". 
A sample of the scale with the assigned values appears 
on page 204 in Appendix Ba Use of this measuring de¬ 
vice required the assumption that the preference data 
were of the interval type. 
Table 3 depicts the total scores, mean scores, and 
variance of the responses for each of the eight experi¬ 
mental groups. Study of Table 3 will reveal differ¬ 
ences between the mean responses of price treatment 
groups and no price treatment groups under various com¬ 
binations of uncertainty and stakes. For example, refer¬ 
ence to Table 3 reveals that the mean response of group 
8 (price treatment) is larger than the mean response of 
group 7 (no price treatment). This difference exists 
under conditions of high uncertainty and high stakes. 
Similar comparisons can be made for other conditions of 
uncertainty and stakes. However, use of Table 3 in iso- 
t 
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Table 3 
TOTAL SCORES, MEAN SCORES, AND 
SAMPLE VARIANCE BY GROUP 
Low 
Uncertainty 
High 
Uncertainty 
Group 1 Group 5 
Low 
Stakes 
No Price 
Treatment 
T = 163 
X = 8.150 
S2 = 16.345 
T =18 
X = 1.286 
S2 = 48.066 
Group 2 Group 6 
Price 
Treatment 
T = 154 
X = 9.625 
S2 = 5.05 
T = 83 
X = 4.882 
S2 = 7.736 
Group 3 Group 7 
High 
Stakes 
No Price 
Treatment 
T = 153 
X = 9.563 
S2 = 14.396 
T = 5 
X = 0.250 
S2 = 20.092 
Group 4 Group 8 
Price 
Treatment 
T = 171 
X = 10.688 
S2 = 2.096 
T =70 
X = 4.667 
S2 = 22.810 
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lation from the remainder of the analysis provides only 
limited information. Subsequent analysis will consider 
the significance of the differences between responses of 
groups exposed to various experimental treatments. The 
table has been presented at this point to provide a 
basis for further discussion of the analysis and results. 
Results of F test for homogeneity of variance. 
max. 
An assumption of the factorial analysis of variance model 
is that treatment populations have equal variances. Al¬ 
though the F-test is rather robust with regard to this 
assumption when cell sizes are equal, it has been argued 
that moderate departures from the assumption can seri¬ 
ously distort results of the test when unequal cell sizes 
are involved."^ Reference to Table 2 indicates that the 
experiment resulted in unequal cell sizes. 
2 
The F (Hartley) test was used to test for homo¬ 
max . 
geneity of variance using sample variances as estimators 
of the population variances. The hypothesis that the 
population variances are equal was rejected at the .01 
level of significance. Computations and results of the 
I 
test are presented on page 205 in Appendix C. Reference 
to the computed value and critical value of the test in¬ 
dicates a sizeable difference between the two values. 
As a result of this evidence several standard trans¬ 
formations. of the data were attempted to achieve a homo- 
I 
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scedastic condition with regard to the sample estimates 
3 
of population variances. Appendix D contains a descrip¬ 
tion of two of these transformations on page 206. The 
transformations were unsuccessful in reducing the F 
• 3 max. 
ratio of sample variances. 
The analysis of variance. The analysis of variance 
for unequal cell sizes takes a somewhat different form 
4 
than such an analysis for equal cell sizes. One method 
of analysis referred to as the method of unweighted means 
is appropriate when it is reasonable to assume that the 
loss of data in cells is not directly related to experi¬ 
mental treatments. Since subjects in the experiment were 
unaware of the experimental treatments to be administered 
there is little reason to assume that the loss of sub¬ 
jects in the experiment was directly related to the ex¬ 
perimental treatments. Thus, the method of unweighted 
means was employed to analyse the data for unequal cell 
cell sizes. 
The computational forms necessary to analyse data in 
terms of a 2 x 2 x 2 factorial design have been developed 
and are presented on pages 208 through 212 in Appendix E. 
These forms were used to analyse the unequal cell data in 
this experiment. The computed values accompany the com¬ 
putational forms in the Appendix. Results of the factor¬ 
ial analysis of unequal cell size data are presented in 
) 
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Table 4. 
A second form of data analysis was undertaken be¬ 
cause : 
1) the previous analysis involved unequal 
cell sizes, 
2) departure of the computed F ratio 
max * 
from the critical value at the .01 
level was rather large and, 
3) it has been argued (see footnote 1) that 
when unequal cell sizes are involved the 
F-test is relatively non-robust with re¬ 
gard to heteroskedasticy as compared to 
a situation of equal cell sizes. 
Reference to Table 2 will reveal that the lowest 
cell size contained 14 responses. All other groups con¬ 
tained a larger number of responses up to a maximum of 
20 responses for two groups. Data in each of the groups 
with a size greater than 14 were reduced by randomly de¬ 
leting responses to achieve equal cell sizes of 14 re¬ 
sponses. This action was taken to capitalize on the ro¬ 
bust nature of the F-test regarding heterogeneity of 
5 
variances when cell sizes are equal. The results of a 
standard 2x2x2 factorial analysis of variance of the 
data are presented in Table 5. 
Comparison of the last column of Table 4 and Table 
1 
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Table 4 
RESULTS OF ANALYSIS OF VARIANCE FOR 
UNEQUAL CELL SIZE DATA 
Source 
Sum of 
Squares d. f. 
Mean 
Squares F* Ratios Prob.c 
Total 3,910.070 — — — — 
Uncertainty 1,498.637 1 1,498.637 90.634 p<.001 
Stakes 3.039 1 3.039 5.441a p<.5d'9 
Price 232.663 1 232.663 14.071 p<.001 
Uncertainty 
x Stakes 28.637 1 28.637 1.732 p<.25^ 
Uncertainty 
x Price 60.478 1 60.478 3.658 
. , b 
p<. 1 
Stakes 
x Price 0.396 1 0.396 41.755a p<.25d'e 
Uncertainty 
x Stakes 
x Price 2.841 1 2.841 5.820a p<.5d'9 
Error 2,083.379 126 16.535 — — 
a. 
b. 
c. 
d. 
e. 
f. 
g- 
MS error_ 
F-ratio based on MS treatment 
Critical value for a = .05 is 3.92 
The highest probability level considered was 
P = .5 
Critical value 
Critical value 
Critical value 
Critical value 
based on F (126,1) 
for a = .lais 63.1 
for a = .1 is 2.73 
for a = .25 is 9.8 
I 
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Table 5 
RESULTS OF ANALYSIS OF VARIANCE FOR 
EQUAL CELL SIZES AFTER RANDOM DELETION 
OF DATA 
Source 
Sum of 
Squares d. f. 
Mean 
Squares F-Ratios Prob.C 
Total 3,300.277 — — — — 
Uncertainty 1,407.223 1 1,407.223 89.095 p<.001 
Stakes 1.080 1 1.080 14.619a 
. nrd,f 
p<.25 
Price 172.509 1 172.509 10.922 p<.0 05 
Uncertain¬ 
ty x Stakes 13.580 1 13.580 1.163a p<.5d'9 
Uncertain¬ 
ty x Price 61.509 1 61.509 3.894 P< . I*3 
Stakes 
x Price 1.509 1 1.509 10.467a p<.25d'f 
Uncertain¬ 
ty x Stakes 
x Price 0.223 1 0.223 70.828a P<.id'e 
Error 1,642.643 104 15.795 — — 
MS error_ 
a. F-ratio based on MS treatment 
b. Critical value for a = .05 is 3.94 
c. The highest probability level considered was 
p = .5 
d. Critical value based 
e. Critical value for a 
f. Critical value for a 
g- Critical 
equal to 
value 
2.17 
for a 
F (104,1) 
62.8 
I 
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5 will reveal the impact on probability levels of the ran¬ 
dom deletions of data from seven of the treatment cells. 
The probability level for the stakes main effect changed 
from p<.5 in Table 4 to p<.25 in Table 5. The price main 
effect changed from p<.001 in Table 4 to p<.005 in Table 
5. The uncertainty by stakes probability level changed 
from p<.25 in Table 4 to p>.5 in Table 5. The probabili¬ 
ty level for the three-way interaction of uncertainty by 
stakes by price changed from p<.5 in Table 4 to p<.l in 
Table 5. 
The change in probability level for the price main 
effect represents a conservative change with regard to 
the influence of price information on brand preferences. 
The change in the probability level for the three-way 
interaction of uncertainty by stakes by price is in a 
direction unfavorable to the hypothesized results of the 
study and thus represents a conservative change. Lastly, 
the main effect of stakes and the interactive effect of 
uncertainty by stakes do not have predictive meaning in 
terms of the conceptual scheme and thus consequences of 
changes in their probability levels are not interpreted. 
Close examination of the F-ratios in both Table 4 
and Table 5 and reference to an F-distribution table will 
also reveal that the exact probability level of each of 
the effects did change. However, these changes were 
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small enough so as to not have an affect on traditional¬ 
ly used non-exact probability levels - e.g. p<.25. 
The footnotes relevant to both Table 4 and Table 5 
should also be examined since they reveal that some of 
the F-ratios in both Tables are based on inverting the 
mean square ratios and their respective degrees of free¬ 
dom. This action was necessary whenever the mean square 
treatment term was smaller than the mean square error 
term. 
Results presented in Table 5 are similar to those 
presented in Table 4. In no case do the results differ 
between methods of analysis to such a drastic extent 
that probability levels associated with the effects 
changed greatly. Also, randomly deleting data had little 
effect on the heterogeneity of variances. The F 
3 J max. 
ratio remained substantially unchanged. Because of the 
advantages of using equal cell sizes for analysis in 
such a situation further discussion of the analysis will 
be based on the data relevant to Table 5. 
Further Analysis 
Data summarized in Table 5 can be more closely ex¬ 
amined to reveal the nature of the results with greater 
clarity. All of the effects presented in Table 5 do not 
have predictive meaning in terms of the conceptual scheme 
I 
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developed in Chapter 1 and Chapter 2. Thus, the present 
discussion will more closely examine the nature of these 
effects relevant to the conceptual scheme. 
Uncertainty effect. The effect of uncertainty is 
the influence on responses to the dependent measure (pre¬ 
ference scale) due to manipulating the uncertainty vari¬ 
able to high and low levels. This effect is the average 
effect of the manipulation across both levels of stakes 
and price treatments. The uncertainty effect shown in 
Table 5 corresponds to this manipulation and provides 
necessary but not sufficient evidence of the effectiveness 
of the uncertainty manipulation. 
Information provided subjects exposed to the low un¬ 
certainty treatment was designed to favor Brand A over 
Brand B. In addition, the preference scale is constructed 
such that preferences for Brand A are assigned positive 
scale values. Thus, a large treatment main effect in 
Table 5 combined with evidence that the mean score for 
the low uncertainty treatment was larger than the mean 
score for the high uncertainty treatment suggests that 
the experimental manipulation resulted in stronger prefer¬ 
ences for Brand A than for Brand B. However, because 
subject uncertainty was not directly measured in the ex¬ 
periment such results do not provide direct evidence that 
this treatment effect was due to differing levels of un- 
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certainty between treatment groups. The result does sup¬ 
port the uncertainty pretest result which was interpreted 
as direct evidence that the uncertainty manipulation was 
successful. 
In Table 6 are the total and mean scores of sub¬ 
jects' responses to the preference scale for each of the 
indicated experimental combinations. Table 7 combines the 
total scores of Table 6 for each combination of uncertain¬ 
ty and stakes conditions across both levels of price 
treatments. The last column of the Table presents mean 
scores for the low and high uncertainty conditions. These 
scores are uncertainty mean effects averaged across both 
levels of price treatments and both levels of the stakes 
condition. These entries have been plotted in Figure 2. 
Figure 2 reveals that the mean effect of the low un¬ 
certainty condition is considerably larger than the mean 
effect of the high uncertainty condition. The probability 
value for the uncertainty main effect in Table 5 is 
pc.OOl. Thus, the chances are very small that the differ¬ 
ence between the means presented in Figure 2 is a result 
of random error. This evidence in conjunction with the 
results of the uncertainty pretest presents strong evi¬ 
dence that the uncertainty manipulation was successful. 
Stakes effect. The stakes main effect has no meaning¬ 
ful predictive interpretation in terms of the conceptual 
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Table 6 
TOTAL AND MEAN SCORES FOR EACH 
EXPERIMENTAL COMBINATION 
Low 
Uncertainty 
High 
Uncertainty 
Group 1 Group 5 
No Price 
Treatment 
T = 127 
X = 9.07 
T = 18 
X = 1.29 
Low 
Stakes 
Group 2 Group 6 
Price 
Treatment 
T = 139 
X = 9.93 
T = 69 
X = 4.93 
Group 3 Group 7 
High 
Stakes 
No Price 
Treatment 
T = 132 
X = 9.43 
T = 1 
X = 0.07 
• 
Group 4 Group 8 
Price 
Treatment 
T = 148 
X = 10.57 
T = 61 
X = 4.36 
) 
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Table 7 
TWO-WAY TABLE FOR 
UNCERTAINTY AND STAKES 
Low 
Stakes 
High 
Stakes Z X 
Low 
- 
Uncertainty 266 280 546 9.75 
High 
Uncertainty 87 62 149 2.66 
E 353 342 695 
X 6.30 6.11 
i 
Figure 2 
UNCERTAINTY MAIN EFFECT 
Mean Response 
Low 
Uncertainty 
High 
Uncertainty 
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scheme developed in Chapters 1 and 2. The scheme sug¬ 
gests no reason to believe that manipulating stakes to 
low and high conditions would result in any differences 
in preference responses. Of course, this should not 
lead one to expect a low stakes main effect. The con¬ 
ceptual scheme is merely not able to provide predictive 
meaning regarding the effect and provides no basis to 
expect the effect to be small or large. 
Reference to Table 7 reveals mean responses for the 
low stakes condition and the high stakes condition. 
These entries are presented in the last row of the Table 
and represent the mean responses to stakes conditions 
averaged over the two levels of uncertainty and price 
treatments. The entries have been plotted in Figure 3. 
It can be seen that the difference between the two stakes 
mean effects is very small. The probability level for 
the stakes main effect in Table 5 is p<.25. Thus, the 
chances are large that the difference between the two 
means presented in Figure 3 could be a result of random 
error. 
This experimental result tends to indicate that use 
of two different types of radios in the study did not 
greatly alter subjects' preferences for Brand A or Brand 
B when averaged over levels of uncertainty and stakes.^ 
Price effect. The price main effect is viewed as 
81 
j. 
Figure 3 
STAKES MAIN EFFECT 
Mean Response 
I 
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the effect on subjects' brand preferences resulting from 
providing differential price information to one half of 
the experimental groups. The effect is related to dif¬ 
ferences in mean responses between the no price treat¬ 
ment groups and the price treatment groups averaged 
across two levels of uncertainty and stakes conditions 
respectively. 
Brand A always was measured with positive scale 
values and Brand A always bore the higher price in the 
price treatment groups. Thus, if price had a general in¬ 
fluence on brand preferences the price treatment mean 
response would be expected to be larger than the no price 
treatment mean response. 
Mean responses for each level of price treatment 
are presented in Table 8. The Table was constructed from 
Table 6 by summing responses for each combination of 
price treatment and uncertainty condition across both 
stakes conditions. Mean responses for each level of un¬ 
certainty and price treatment are also shown in the Table. 
A plot of the mean levels of the no price treatment 
groups and the price treatment groups can be seen in 
Figure 4. The mean level of the price treatment responses 
is considerably larger than the mean level of the no 
price treatment responses. Reference to the price main 
effect probability level in Table 5 reveals that the prob- 
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Table 8 
TWO-WAY TABLE FOR 
UNCERTAINTY AND PRICE 
No Price 
Treatment 
Price 
Treatment 
£ X 
Low 
Uncertainty 259 287 546 9.75 
High 
Uncertainty 19 130 149 2.66 
£ 278 417 695 
X 4.96 7.45 
I 
Figure 4 
PRICE MAIN EFFECT 
Mean Rasponse 
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ability that the difference in the two means was due to 
random error is less than .005. 
Evidence presented above provides strong support 
for the hypothesis that price influences preferences re¬ 
garding unknown brands. This hypothesis was not formally 
stated in Chapter 2 and thus may be only considered post 
hoc. It should be pointed out, however, that the hy¬ 
pothesis is consistent with the conceptual scheme and 
7 
findings of several previous studies. 
Uncertainty by stakes effect. The interactive ef¬ 
fect of uncertainty and stakes may be viewed as the in¬ 
fluence on the dependent variable resulting from various 
combinations of uncertainty and stakes conditions. The 
conceptual scheme makes no prediction regarding this in¬ 
teraction. Thus, any effect due to this interaction can¬ 
not be explained in terms of the conceptual scheme de¬ 
veloped in Chapters 1 and 2. In addition, there does not 
appear to be any a priori reason to expect that various 
combinations of uncertainty and stakes conditions would 
influence subjects' brand preferences. 
Table 9 can be used to determine the nature of the 
uncertainty by stakes interaction. Entries in the Table 
are derived by dividing corresponding values in Table 7 
by the number of subjects involved in the sum. Thus, en¬ 
tries in Table 9 are averaged across both levels of price 
i 
Table 9 
MEAN RESPONSES TO UNCERTAINTY CONDITIONS 
FOR DIFFERENT CONDITIONS OF STAKES 
Low Stakes High Stakes 
Low Uncertainty 9.50 10.00 
High Uncertainty 3.11 2.21 
Difference 6.39 7.71 
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treatment. The Table also presents differences between 
the means of low uncertainty and high uncertainty condi¬ 
tions for each level of stakes. In both conditions of 
stakes the mean response for low uncertainty is larger 
than for high uncertainty as represented in the row 
labeled "Difference". However, these differences are 
not markedly divergent from one another. This suggests 
that the effect of uncertainty conditions do not'differ 
greatly between levels of stakes. This relationship is 
more clearly pictured in Figure 5 where differences of 
mean responses between levels of uncertainty for each 
level of stakes are quite similar. Reference to Table 
5 reveals that the probability of this result occurring 
by random error is greater than 0.5. Thus, there is 
little evidence to indicate an uncertainty by stakes in¬ 
teractive effect. 
Test of Hypotheses 
The following discussion specifically deals with the 
hypotheses of the study. To present the tests: 
Let A represent the conditions of uncertainty 
where: = low uncertainty condition 
A^ = high uncertainty condition; 
Let B represent the conditions of stakes 
88 
J. 
Figure 5 
MEAN RESPONSES TO UNCERTAINTY CONDITIONS 
0 
FOR DIFFERENT CONDITIONS OF STAKES 
Mean Response 
□ Low Uncertainty 
High Uncertainty 
i 
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j 
where: = low stakes condition 
= high stakes condition; 
Let C represent the type of price treatment 
where: = no price treatment 
C2 = price treatment. 
Thus, ABCLj^. represents the mean response to the 
i*'*1 condition of uncertainty, the j*1*1 condition of 
t h 
stakes, and the k type of price treatment. For 
example, ABC^^ represents the mean response of 
subjects exposed to the condition of low uncer¬ 
tainty and the price treatment situation averaged 
across levels of stakes. 
Using the above notation null and test forms of hy¬ 
potheses offered in Chapter 2 can now be described. The 
reader is referred to Chapter 2, pages 30 through 33 for 
the verbal statement of these hypotheses. 
Hypothesis 1. The null and test forms of Hypothe¬ 
sis 1 are: 
Ho 
: Y < 0 
H1 
: V > 0 
where: L = 01 - ®2 
and ©
 
= ABC0 0 - 
z • z 
ABC0 , 
Z • 1 
(N
 
©
 
= ABC1.2 - 
ABC. . 
1 • X 
This hypothesis states that the difference between 
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mean preferences of the no price treatment and price 
treatment groups under the condition of high uncertainty 
will be larger than the difference between mean prefer¬ 
ences of the no price treatment and price treatment 
groups for the low uncertainty condition. In addition, 
the hypothesis implies that because Brand A bore a higher 
price the mean for the price treatment group will be 
higher than the mean of the no price treatment group un¬ 
der both conditions of uncertainty. 
Table 10 presents mean responses to levels of price 
treatments for each uncertainty condition. These means 
are represented by the appropriate ABCh The Table was 
derived in the same manner as Table 9 except that Table 8 
served as the basis of derivation. Thus, as the notation 
indicates the means are averaged across levels of stakes. 
Table 10 presents 0^ and 0^ in the row labeled "Differ¬ 
ence" . It will be noticed that 0^ < ©^ and thus the dif¬ 
ference between mean preference scores for the high un¬ 
certainty condition is larger than the difference for the 
low uncertainty condition. Also, in both cases the mean 
preference for the price treatment group is larger than 
the mean preference for the no price treatment group. 
Figure 6 graphically portrays the relative nature of 
these differences. It can be seen that the difference 
for the high uncertainty condition is relatively larger 
t 
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Table 10 
MEAN RESPONSES TO LEVELS OF PRICE TREATMENTS 
FOR DIFFERENT CONDITIONS OF UNCERTAINTY 
Low 
Uncertainty 
High 
Uncertainty 
Price Treatment ABC.. o=10.25 
1 • Z 
ABC0 =4.64 
z • z 
No Price Treatment ABC, ,=9.25 
x • 1 
ABC0 ,=0.68 
z • X 
Difference e2 = 1.00 = 3.96 
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Figure 6 
MEAN RESPONSES TO LEVELS OF PRICE TREATMENTS 
FOR DIFFERENT CONDITIONS OF UNCERTAINTY 
Mean Responses 
□ Price Treatment 
No Price Treatment 
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than the difference for the low uncertainty condition. 
Thus, the data conform to the hypothesized direction of 
the results. Reference to Table 5 reveals that the prob¬ 
ability of these results occurring by chance is less than 
0.1. It should also be noted that the computed F-value 
of 3.89 is very close to the critical value for the .05 
probability level which is 3.94. Hence, the probability 
of these results occurring by chance is very close to .05 
These results tend to indicate directional support for 
Hypothesis 1 (if not actual confirmation). 
Hypothesis 2. Hypothesis 2 can be formed as: 
V 
H„ : 
*2 ± ° 
*2 " 0 
where: 
and 
= 
S3 - 04 
= ABC 
0, = abc: 
22 
12 
- ABC 
- ABC 
21 
11 
This hypothesis states that the difference between 
mean preferences of the no price treatment and price 
treatment groups under the condition of high stakes will 
be larger than the difference between mean preferences of 
the no price treatment and price treatment groups for the 
low stakes condition. The hypothesis also implies that 
because Brand A bore the higher price, under both condi¬ 
tions of stakes, the mean for the price treatment group 
will be higher than the mean of the no price treatment 
group. 
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Tables 11 and 12 present data relevant to this hy¬ 
pothesis. Table 11 presents the total of preference re¬ 
sponse values for various combinations of stakes and 
price treatments summed over conditions of uncertainty. 
Table 12 presents mean responses to levels of price 
treatments for each stake condition. These means are 
represented by the appropriate ABC . As this notation 
. JK 
indicates the means are averaged over levels of uncer¬ 
tainty conditions. Table 12 also presents 0^ and 0^ in 
the row labeled "Difference". Reference to Table 12 
will reveal that 0_ > 0. and thus the difference between 
3 4 
mean preference scores for the high stakes condition is 
larger than the difference between mean preference scores 
for the low stakes condition. In addition, in both cases 
the mean preference scores for the price treatment groups 
are larger than the mean preference scores for the no 
price treatment groups. However, it will be noticed that 
(2.71) is only slightly larger than 0^ (2.25). 
Figure 7 graphically portrays the similarity of re¬ 
sults for each level of stakes. As can be seen, the dif¬ 
ference between the two conditions of stakes is extremely 
slight. Reference to Table 5 reveals that this effect 
was so small that the F-ratio was inverted to test for a 
possibility that the results were biased in a direction 
opposite the hypothesized direction. The probability of 
95 
Table 11 
TWO-WAY TABLE FOR 
STAKES AND PRICE 
to 
No Price 
Treatment 
Price 
Treatment 
Z X 
Low Stakes 145 208 353 6.30 
High Stakes 133 209 342 6.11 
Z 278 417 695 
X 4.96 7.45 
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Table 12 
MEAN RESPONSES TO LEVELS OF PRICE TREATMENTS 
FOR DIFFERENT CONDITIONS OF STAKES 
Low Stakes High Stakes 
Price Treatment ABC .=7.43 
• 1Z 
ABC 0 =7.46 
• z z 
No Price Treatment ABC .-=5.18 
• 11 
ABC 0 =4.75 
• Z 1 
Difference e4 = 2.25 
1—1 
r-» • 
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Figure 7 
MEAN RESPONSES TO LEVELS OF PRICE TREATMENTS 
FOR DIFFERENT CONDITIONS OF STAKES 
Mean Responses 
l_l Price Treatment 
No Price Treatment 
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a bias in this direction being the result of a random 
error is approximately 0.25 since the computed value is 
10.47 and the critical value for p=.25 is 9.8. Thus, 
the data provide strong basis to conclude that the 
affect of differential price information on brand prefer 
ences was independent of the level of stakes used in the 
experiment. 
Hypotheses 3, 4, and 5. Hypotheses 3, 4, and 5 can 
be formed as follows. 
Hypothesis 3: H^: ^3 .1 0 
H3: *3 > 0 
where: 
3 
= e5 - e6 
and LD
 
©
 
ABC222 ABC221 
0 = ABC., , _ - ABC, 
6 112 111 
This hypothesis states that the difference between 
mean preferences of the no price treatment and price 
treatment groups under conditions of high uncertainty 
and high stakes will be larger than the difference be¬ 
tween mean preferences of the no price treatment and 
price treatment groups under conditions of low uncertain 
ty and low stakes. The hypothesis also implies that in 
both cases the mean of the price treatment group will be 
higher than the mean of the no price treatment group. 
This implication is also relevant to Hypothesis 4 and 
1 
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Hypothesis 5. 
Hypothesis 4: 
V 1 
a 0 
H4: 
*4 > 
0 
where: 
*4 = ®5 - °7 
and 
05 mC222 ABC221 
["• 
©
 
= ABC212 ABC211 
Hypothesis 4 states that the difference between 
mean preferences of the no price treatment and price 
treatment groups under conditions of high uncertainty 
and high stakes will be larger than the difference be¬ 
tween mean preferences of the no price treatment and 
price treatment groups under conditions of high uncer¬ 
tainty and low stakes. 
Hypothesis S • H • D. < 0 
D — 
Hc: -6
 
l V
 
o
 
5 
where: f5 = e5 
- 08 
and 
05 ABC222 ABC221 
00 
©
 
= AB C122 
- abc121 
Hypothesis 5 states that the difference between mean 
preferences of the no price treatment and price treatment 
groups under conditions of high uncertainty and high 
stakes will be larger than the difference between mean 
preferences of the no price treatment and price treatment 
groups under conditions of low uncertainty and high stakes. 
» 
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Table 13 contains information relevant to the above 
hypotheses. Entries in the Table are mean scores for 
each experimental group designated by the appropriate 
ABC. . Values for through 0O are shown in the column 
13 K Z> o 
labeled "Difference". Reference to the Table will reveal 
that 0^ was greater than 0^, 0^, and 0^. Thus, the dif¬ 
ference between mean preference scores of the no price 
treatment and price treatment groups for conditions of 
high uncertainty and high stakes was greater than the 
difference between mean preference scores of the no 
price treatment and price treatment groups for conditions 
of low uncertainty and low stakes, high uncertainty and 
low stakes, and low uncertainty and high stakes. In all 
situations the price treatment mean response was greater 
than the no price treatment mean response. Reference to 
Table 13 will reveal, however, that 0^ is not much larger 
than 0^, 0„, or 0O and in fact is closely matched by 0_. 
D/O / 
Perhaps a clearer picture of these results can be 
obtained from Figure 8. The Figure is based on data con¬ 
tained in Table 13. The Figure is divided into two bar- 
charts - one for the low stakes condition and one for the 
high stakes condition. In each chart the mean responses 
to levels of price treatments are presented for both 
levels of the uncertainty condition. Again, it will be 
noticed that the largest difference between mean responses 
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Table 13 
MEAN RESPONSES FOR EACH COMBINATION 
OF EXPERIMENTAL CONDITIONS 
Low Stakes 
NPTa PTb Diff. 
Low 
Uncertainty 
ABC111=9*07 ABC112=9,93 
0=0.86 
D 
High 
Uncertainty 
ABC211=1.29 
ABC212=4‘93 
0?=3.64 
High Stakes 
NPT PT Diff. 
Low 
Uncertainty 
ABC121=9 * 4 3 ABC122 = 1°* 57 V1-14 
High 
Uncertainty 
ABC2 21=0 * 07 ABC222=4-36 
0 =4.29 
o 
a. NPT = No Price Treatment 
b. PT Price Treatment 
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Figure 8 
MEAN RESPONSES TO LEVELS OF PRICE 
TREATMENTS FOR DIFFERENT COMBINATIONS OF 
UNCERTAINTY AND STAKES 
Low Stakes High Stakes 
Mean Responses Mean Responses 
□ Price Treatment 
No Price Treatment 
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to levels of price treatments occurs under conditions of 
high uncertainty and high stakes (0^-). However, this re¬ 
sult is very similar to other differences in the Figure 
representing 0^, 0^, and 0g. 
In fact, the above results are so similar that refer¬ 
ence to Table 5 will reveal that the mean square of the 
interaction of uncertainty by stakes by price which is 
associated with hypotheses 3, 4, and 5 was lower than the 
mean square error term. Thus the F-ratio was again in¬ 
verted to test for the presence of a bias opposite to the 
hypothesized direction. The probability that such a bias 
was due to random error is about 0.1 since the F-ratio 
is 70.82 and the critical value for 0.1 is 63. The F- 
ratio just slightly exceeded the critical value for 0.1 
and was very distant from the critical value for .05 which 
is 253. 
Some concern may arise with reference to the above 
probability level since this finding could indicate that 
an unknown bias was exerting an influence on the results. 
However, the F-ratio is very near the critical value for 
p=0.1. In addition, reference to the earlier discussion 
where probability levels of Table 4 and Table 5 were be¬ 
ing compared will reveal that random data deletions 
moved this probability level from p<.5 to pc.l. For both 
of these reasons it is not unreasonable to believe that 
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there is no significant bias in a direction opposite the 
hypothesized direction. Rather, it appears more reason¬ 
able to conclude that the effect of differential price 
information on brand preferences was independent of the 
interactive effect of levels of uncertainty and stakes 
used in the study. Thus, there is a strong basis to be¬ 
lieve that the experimental data provided no support for 
hypotheses 3, 4, or 5. 
Debriefing Results 
A set of debriefing questions were included in the 
response booklet to determine whether subjects were 
knowledgeable of the brand names of Brand A or Brand B. 
> 
Responses to these questions revealed that less than 
five subjects correctly identified the name of brands 
they viewed in the experiment. This result indicates 
that the methods used to disguise names of the brands 
were effective. It also tends to indicate that subjects 
were unable to identify the brands on the basis of their 
physical configurations. 
A second set of questions asked subjects to indi¬ 
cate if they owned a product of the type they were ex¬ 
posed to (AM/FM pocket or table radios) or if they were 
"considering purchasing" such a radio. If a significant 
number of subjects for any treatment combination answered 
l 
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in a positive manner to these questions it was planned 
to analyse whether their responses differed signifi¬ 
cantly from responses of other subjects treated with the 
same conditions. The number of subjects responding 
affirmatively to these questions for any particular 
treatment condition was small. Thus, these results 
precluded the planned analysis of response differences. 
It has already been noted that a number of subjects 
in the price information treatment groups guessed the 
general purpose of the study. It has also been noted 
that responses of these subjects were deleted from the 
analysis. Since the number of these cases was not large 
for any particular treatment group a formal analysis of 
the difference of their responses from the remaining 
responses in the group was not deemed appropriate. 
Summary 
Chapter IV details steps involved in the analysis of 
experimental data and presents results of the analysis. 
The first section notes the preliminary steps of the an¬ 
alysis. The second section describes the procedure for 
and results of a 2 x 2 x 2 factorial analysis for the 
condition of unequal cell sizes. The problem of heter¬ 
ogeneity of variances and attempted transformation of 
data are described. 
» 
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Transformations were unsuccessful in significantly 
reducing differences between sample variances. Data 
were randomly deleted from cells which contained more 
than fourteen responses. This step was taken to take 
advantage of the robust nature of the F-test with re¬ 
gard to heterogeneity of variances when cell sizes are 
equal. 
After all cells had been equated in terms of number 
of responses a 2 x 2 x 2 factorial analysis of variance 
was conducted and results of this analysis were compared 
to results of the analysis for unequal cell sizes. 
Each of the main and interaction effects was inter¬ 
preted in terms of the conceptual scheme presented in 
Chapters 1 and 2. Results of each of the effects were 
presented and described by bar charts and mean square 
effects. 
Principle results of the experiment indicate a main 
effect due to price, a sizeable interaction between price 
and uncertainty, and very little basis to conclude that 
there was an interaction between stakes and price or be¬ 
tween uncertainty, stakes, and price. 
Analysis of responses to debriefing questions re¬ 
vealed that very few subjects were able to correctly iden 
tify the brands of radios they evaluated. A small minor¬ 
ity of subjects indicated that they owned or were present 
ly considering buying the type of radio they were exposed 
to. Thus, meaningful comparisons between their responses 
and responses of other subjects could not be undertaken. 
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FOOTNOTES 
See, for example, Henry Scheffe, The Analysis of 
Variance (New York: John Wiley & Sons, Inc., 1959), 
pp. 339-345, 351-358. These pages also discuss the ro¬ 
bust nature of the F-test with regard to heterogeneity 
of variances when cell sizes are equal. 
2 
See B.J. Winer, Statistical Principles in Experi- 
mental Design (New York: McGraw-Hill Book Co., 1962), 
p. 93. 
3 
For a discussion of the rationale underlying use 
of such transformations and forms for several trans¬ 
formations see M.S. Bartlett, "The Use of Transforma¬ 
tions," Biometrics, 3 (March, 1947), pp. 39-53. Two 
other references may also be of interest in conjunction 
with the above and were actually intended for reading 
with the above article: Churchill Eisenhart, "The 
Assumptions Underlying the Analysis of Variance," 
Biometrics, 3 '(March, 1947), pp. 1-21 and W.G. Cochran, 
"The Consequences When the Assumptions For the Analysis 
of Variance are Not Satisfied," 3 (March, 1947), pp. 
22-38. 
4 
This statement has as an underlying assumption 
that the method of least squares is not being used as 
the form of analysis. 
~*In commenting on the usefulness of performing a 
test for heterogeneity of variance before employing an 
analysis of variance for equal cell sizes. Box has 
likened such a procedure to going to sea in a rowboat 
to see if it is safe for an ocean liner. See, G.P.E. 
Box, "Non Normality and Tests on Variances," Biometrika 
40 (1953), pp. 318-335. 
Evidence to be presented later in this chapter 
will demonstrate that very few subjects were able to 
correctly identify the actual brand names of the radios 
they were exposed to. 
7 
The reader is referred to Appendix A for a review 
of previous research relating to this aspect of the ex¬ 
perimental findings. 
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CHAPTER V 
DISCUSSION AND CONCLUSIONS 
Discussion 
The following discussion is intended to place re¬ 
sults of the study in perspective with the conceptual 
scheme and other pricing research efforts. Focus will 
be placed on results of the study which are directly 
related to the hypotheses offered in Chapter 2. 
The analysis in Chapter 4 revealed a strong price 
main effect and a substantial uncertainty by price in¬ 
teraction in the hypothesized direction. Thus, differ¬ 
ential price information influenced preferences toward 
Brand A (the higher priced brand) to a greater extent 
under conditions of high uncertainty than under condi¬ 
tions of low uncertainty. This evidence suggests that 
price information was used as an indicator of relative 
product attractiveness to a greater extent under condi¬ 
tions of high uncertainty regarding relative product 
attractiveness. 
The experimental evidence supports the conceptual 
scheme wherein the price variable is considered a possi¬ 
ble source of information to buyers regarding relative 
product attractiveness. The scheme suggests that if a 
buyer is uncertain of relative product attractiveness 
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after direct examination of products he may use price as 
an indirect indicator of their relative attractiveness. 
The amount of uncertainty, it has been argued, may in¬ 
fluence the use of price in this fashion. The experi¬ 
mental evidence was in conformance with this reasoning. 
It must be recognized that the experiment involved 
fixed effects and thus generalization of results beyond 
levels of uncertainty and price treatments used in the 
study is not proper. However, results do provide sup¬ 
port for the hypothesis regarding the interaction of un¬ 
certainty and price for levels of these variables actu¬ 
ally employed in the study. Additional research is 
necessary to generalize findings beyond unique levels 
of independent variables which existed in the present 
study. 
The conceptual scheme and supportive experimental 
evidence also provide a new context to interpret and 
possibly reconcile an apparent discrepancy between find¬ 
ings of previous studies. Early research results in- 
12 3 
eluding those of Leavitt, Tull et. ad./ and McConnell 
provided rather strong support for the hypothesis that 
price influences perceptions of relative product attrac¬ 
tiveness. ^ Examination of the experimental settings of 
these studies will reveal that subjects were presented 
with very similar or identical samples of products (if 
Ill 
physical samples were shown at all). These samples were 
"branded" with letters of the alphabet and no other in¬ 
formation was provided to subjects. Prices of the sam¬ 
ples were disclosed to subjects and their responses re¬ 
corded. 
It is reasonable to suspect that these situations 
resulted in a high degree of subject uncertainty regard¬ 
ing the relative attractiveness of product alternatives. 
Under this assumption one can conclude that subjects 
used price as an indicator of relative product attrac¬ 
tiveness under conditions of high uncertainty regarding 
relative attractiveness. 
5 
Later studies including those of Gardner, Jacoby 
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et. al_. , and Rao, questioned the hypothesis that price 
influences perceptions of relative product attractive¬ 
ness. However, one commonality of these studies is they 
introduced other possible purchase situation cues into 
the experimental setting - e.g., brand name, market stand¬ 
ing information. In terms of the conceptual scheme these 
additional cues may be viewed as possible indirect indices 
of relative product attractiveness which would affect the 
level of subject uncertainty regarding relative product 
attractiveness. Thus, it is possible to interpret these 
later studies as investigations of the use of price as an 
indicator of relative product attractiveness under condi- 
J 
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tions of lower uncertainty regarding relative attractive¬ 
ness than existed in earlier studies. 
The conceptual scheme and results of this study sug¬ 
gest that there is a possibility that previous studies in¬ 
vestigated the use of price as an indicator of relative 
product attractiveness under different degrees of subject 
uncertainty regarding relative attractiveness. Using 
this argument, one can reconcile the apparent divergent 
findings of previous research and interpret their results 
as being consistent with results of the current study and 
supportive of the conceptual scheme presented in Chapters 
1 and 2. Thus, the hypothesis that the use of price as 
an indicator of relative product attractiveness is condi¬ 
tional upon the degree of buyer uncertainty regarding 
relative product attractiveness is given additional sup¬ 
port. 
One additional point should be made regarding the 
results of recent pricing research referred to above. 
In the majority of cases these studies manipulated in¬ 
formation regarding indirect indices of product attrac¬ 
tiveness - e.g. brand name. Results of these studies in¬ 
dicate that this information mitigated the use of price 
as an indicator of relative product attractiveness. The 
conceptual scheme would suggest that these indirect in¬ 
dices of relative product attractiveness were effective 
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in reducing uncertainty regarding relative attractiveness. 
This in turn may indicate that in particular, but as yet 
undefined situations, a number of indirect indices of 
relative product attractiveness are more pervasive than 
the price variable in reducing buyer uncertainty. 
The experimental results provided little basis to 
conclude that the influence of differential price infor¬ 
mation on brand preferences was dependent on levels of 
stakes manipulated in the study. Several interpretations 
of this experimental evidence are possible. 
The effectiveness of the experimental vehicle used 
to manipulate stakes may be questioned. Several factors 
could have contributed to an unsuccessful manipulation. 
Subjects knew that only some participants would receive 
radios as gifts, possibly reducing the perceived stakes 
in both evaluations to lower levels. If this was the 
case, it is unfortunate that budgetary limitations did 
not allow additional radios to be purchased for use in 
the experiment. 
Another possibility is that subjects did not per¬ 
ceive the value of table radios to be significantly 
greater than the value of pocket radios. If this was 
the case the difference in perceived stakes between ex¬ 
perimental groups would have been low. If this differ¬ 
ence was sufficiently low subjects may have perceived 
J 
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the stakes in both situations as essentially identical, 
resulting in no differential stakes treatments. Evi¬ 
dence of the stakes pretest indicated that the majority 
of pretest subjects perceived table radios as having 
greater value than pocket radios. However, the pretest 
was not able to measure the degree of this difference 
in perception of value. Thus, there is no evidence to 
directly assess the degree of differences in perceived 
value of the two types of radios. 
A third possibility is that the evaluation situa¬ 
tion may have been perceived by subjects as an oppor¬ 
tunity to receive a gift of a radio available on the 
market for no monetary sacrifice and little effort. 
This situation may have had the effect of masking or 
minimizing the pervasiveness of the perception in¬ 
tended by the manipulation. That is, the perception of 
an opportunity to receive a radio as a gift may have 
minimized the importance of preferring and receiving the 
brand which would in fact result in less realized satis¬ 
faction than the brand not preferred. If this situation 
occurred, the stakes manipulation would have suffered. 
However, this may suggest that stakes are perceived rela¬ 
tive to the amount of sacrifice necessary to obtain a 
product. That is, the sacrifice necessary to obtain a 
product may serve the buyer as a measure of the stakes 
l 
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involved in an evaluation situation. Thus, receiving 
"something for nothing" may not be perceived as a high 
stake situation even though there may be a potentially 
high opportunity loss of satisfaction associated with 
the preference decision. 
An alternative method of manipulating stakes which 
may not have suffered from the above possible short¬ 
comings could have been employed in the experiment. 
This method would involve a product which subjects could 
perceive possible physical harm from use. The manipula¬ 
tion could have concentrated on producing differential 
perceptions among subjects regarding the potential dan¬ 
ger from use of the product. This would have the effect 
of creating differences in perceived levels of stakes 
associated with a preference decision. However, the re¬ 
search propriety of employing such a manipulative device 
is questionable. In addition, this manipulative tech¬ 
nique may have suffered because of lack of believability. 
That is, subjects may not have believed that the experi¬ 
menter would actually subject them to a product capable 
of inflicting potential physical harm. 
A second interpretation of the experimental results 
regarding the stakes by price interaction is that the 
use of price as an indicator of relative product attrac¬ 
tiveness is independent of the levels of stakes involved 
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in an evaluation situation. This would suggest that the 
degree of possible negative consequences inherent in an 
evaluation situation does not influence buyers to use 
price as an aid in assessing the relative want satisfy¬ 
ing properties of alternative brands. 
Of course, since a fixed effects experiment was em¬ 
ployed it would not be proper to generalize this experi¬ 
mental result beyond levels of stakes actually manipu¬ 
lated in the study. However, if further research re¬ 
vealed similar evidence at various levels of stakes, re¬ 
vision of the conceptual scheme would appear appropriate. 
The exact nature of such a revision would not be straight 
forward, for it is conceivable that although the level of 
stakes may not singly affect the use of price as an indi¬ 
cator of relative product attractiveness, it may inter¬ 
act with other situational variables to influence the use 
of price in this manner. Further research would be neces 
sary to determine the exact nature of this possible inter 
action with other variables. 
Assuming that the level of stakes was effectively 
manipulated in this study, findings of the study may be 
inconsistent with Olander's interpretation of his experi- 
o 
mental results. Olander concluded retroactively that 
a possible reason for the finding that price was used as 
an indicator of relative product attractiveness in his 
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second experiment is that real stakes were involved in 
the evaluation situation. The present study suggests 
that the use of price as an indicator of relative pro¬ 
duct attractiveness is independent of the level of 
stakes involved in an evaluation situation. However, 
further research may disclose that specific levels of 
stakes not used in the present study do influence the 
use of price as an indicator of relative attractiveness 
while still others do not. This type of evidence would 
provide a basis for a reconciliation of the two experi¬ 
mental findings. 
It should also be noted that the finding of this 
aspect of the experiment may be viewed as somewhat di- 
9 
vergent with Lambert's findings. Lambert noted that 
subjects who chose the higher priced brand in his ex¬ 
periment tended to perceive the consequences (stakes) 
of a "poor" choice as being more undesirable than sub¬ 
jects who chose lower priced brands. However, Lambert's 
study focused on predispositions of subjects and how 
these predispositions were related to choices of vari¬ 
ously priced brands. The present study attempted to 
place groups of subjects under common treatment condi¬ 
tions. Thus, it is possible that certain individuals 
(identified by Lambert) are influenced to use price as 
an indicator of relative product attractiveness when the 
118 
stakes involved in a decision are high and other indi¬ 
viduals are not predisposed to do so. If a minority of 
subjects in the present experiment were not predisposed 
m this manner the effect due to differential conditions 
of stakes would be small. 
The experimental evidence provided no basis to con¬ 
clude that subjects used price as an indicator of rela¬ 
tive product attractiveness to a greater extent under 
conditions of high uncertainty and high stakes than other 
combinations of uncertainty and stakes considered. Again, 
one possible interpretation of these results may be that 
the attempt to manipulate levels of stakes was ineffec¬ 
tive. Thus, if the level of stakes was low across experi¬ 
mental groups one may not expect the variable to interact 
strongly with uncertainty to influence the use of price 
as an indicator of relative attractiveness. 
However, a second interpretation of this experimental 
result would be that if the stakes variable does influence 
the use of price as an indicator of relative product at¬ 
tractiveness, its effect is independent of levels of un¬ 
certainty used in the experiment. Generalization beyond 
levels of uncertainty and stakes used in the study is not 
proper. However, a general finding similar to the above 
would indicate that price may be used as an indicator of 
relative product attractiveness to a certain degree for a 
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given level of uncertainty regardless of the perceived 
negative consequences involved in the situation. Taken 
to extremes this argument does not have great intuitive 
appeal. Further, this conclusion would require a revi¬ 
sion of the conceptual scheme developed in Chapter 1 and 
Chapter 2. Such a conclusion, however, can only be made 
after additional research is conducted in the area. 
Conclusions 
Limitations. The purpose of this research was to 
focus on an examination of conditions which may foster 
the use of price as an indicator of relative product 
attractiveness. This does not constitute a direct ex¬ 
amination of the entire purchase offer which encompasses 
perceptions of the cost of a product as well as percep¬ 
tions of the attractiveness of a product. Thus, one 
should be aware of this limitation in the scope of the 
study. 
Subjects were not randomly sampled or randomly as¬ 
signed to experimental groups. Rather, they selected an 
experimental time convenient to their schedule and treat¬ 
ments were randomly assigned to these experimental times. 
Although there is no a priori reason to suspect so, this 
procedure could have introduced a non-random bias into 
the experimental situation. 
» 
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The attempt to manipulate levels of uncertainty and 
stakes may be viewed as somewhat crude. Each of the var¬ 
iables involved two levels identified only as high and 
low. This situation existed because of the inability of 
the researcher to identify manipulative techniques capa¬ 
ble of introducing several definable levels of uncertain¬ 
ty and stakes. 
Manipulation of uncertainty was based on the assump¬ 
tion that uncertainty was a function of information re¬ 
garding the characteristics of the brands. The success¬ 
fulness of this manipulation thus hinges on the validity 
of this assumption. 
As discussed earlier, the manipulation of stakes was 
limited by at least two factors. Subjects were aware 
that only a limited number of radios were to be given 
away. Also the manipulation relied on subjects perceiv¬ 
ing a higher opportunity loss of satisfaction (stakes) 
when evaluating table radios than when evaluating pocket 
radios. Limitations involved in these situations were 
discussed in the previous section and will not be re¬ 
peated here. 
Manipulation of price treatments involved only one 
differential price treatment condition. That is, dif¬ 
ferences between the price of Brand A and Brand B were 
not varied over a range of possible values. Thus, one 
i 
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cannot ascertain the influence of various levels of price 
differences on perceptions of relative product attractive¬ 
ness. This limits generalization of the findings. 
The price treatment condition was also limited in 
another aspect. Price information was consistent with in¬ 
formation used to reduce uncertainty regarding the rela¬ 
tive attractiveness of Brand A and Brand B. That is, in 
all cases, Brand A bore the higher price. Thus, conclu¬ 
sions drawn from the study are limited by this condition. 
Future research is necessary to investigate the use of 
price as an indicator of relative product attractiveness 
when price information is in conflict with information 
used to reduce uncertainty. 
Prices used for the price treatment condition were 
modal high and low acceptable prices identified in the 
price pretest. These prices could have been outside the 
range of prices deemed acceptable by a number of subjects. 
This would have resulted in some experimental subjects 
« 
being exposed to prices they deemed unreasonably high or 
low for the product in question. Thus, the experimental 
situation may have lacked realism for some of the subjects 
presented with price treatments. 
Limitations or potential limitations of measuring de¬ 
vices were associated with problems of manipulation. The 
study did not incorporate a device to measure the degree of 
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stakes perceived in the evaluation situations for table 
and pocket radios. Thus, it is not possible to ascer¬ 
tain the difference in the degree of perceived stakes 
for these evaluation situations. Hence, one is not able 
to state with confidence the reason for finding an ex¬ 
tremely low stakes by price interaction. One explanation 
is that the level of stakes employed in the study did not 
influence use of price as an indicator of relative pro¬ 
duct attractiveness. However, a second explanation is 
that levels of stakes were actually not effectively man¬ 
ipulated and were in fact, perceived by subjects to be 
essentially identical. 
The uncertainty pretest used a measuring device sim¬ 
ilar to ones employed in a number of research efforts. 
The device was assumed to provide interval scaled data 
for a test of significant differences between mean levels 
of uncertainty. Results of this test are dependent on 
the validity of this assumption. 
The degree of subject uncertainty in the actual ex¬ 
perimental situation was not measured. Results of the 
pretest were used as the basic justification of the ef¬ 
fectiveness of this manipulation. Thus, there is no di¬ 
rect evidence that intended levels of uncertainty manipu¬ 
lation were achieved in the experiment. However, as 
noted in the previous chapter, the uncertainty main effect 
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was viewed as a means to provide indirect evidence toward 
this end. This effect was viewed as evidence supporting 
results of the uncertainty pretest. 
The preference scale was used to measure subjects’ 
responses by assigning integers to each point on the 
scale. It was assumed that preference responses directly 
mirrored perceptions of relative product attractiveness. 
It was also assumed that preference responses were inter- 
vally scaled. Conclusions drawn from the analysis are 
limited to the degree that these assumptions are valid. 
One must be cautious in generalizing findings of 
this experiment. The subject pool was drawn from college 
students enrolled in a basic marketing course. The ex¬ 
tent to which other sectors of the consuming public would 
respond to the experimental situations in a manner simi¬ 
lar to responses of these subjects is not clear. Future 
research is necessary to establish the degree to which 
results can be generalized in such a manner. 
The experiment involved subjects evaluating AM/FM 
radios. It is possible that use of such a product intro¬ 
duced conditions into the experimental situation which 
would not be duplicated by the use of other consumer pro¬ 
ducts. Again,future research is necessary to determine 
whether similar results would be obtained by employing 
other consumer products. 
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The study involved a laboratory experiment. Such 
situations are designed to allow for control and manipula¬ 
tion of variables. A potential danger is that the result¬ 
ing abstract analog of reality will not provide results 
which possess external validity. In this particular ex¬ 
periment one may question whether the evaluation situation 
was too abstract from a purchase-evaluation situation to 
provide externally valid results. Subjects were not able 
to listen to the sound reproducing capabilities of the 
radios. As indicated in Chapter 3, this was not allowed 
due to the poor reception characteristics of the labora¬ 
tory and because it was believed that allowing such test¬ 
ing would result in a distracting evaluation situation. 
Thus, subjects were not allowed to directly assess per¬ 
formance characteristics of the brands. The intended 
benefit derived from this situation was a greater degree 
of control over levels of subject uncertainty. It may, 
however, have created an evaluation situation too ab¬ 
stract to provide intended characteristics of a realistic 
evaluation situation. 
Prior to the evaluation situation, subjects were 
told that brands of radios they would evaluate had been 
tested and rated by an independent testing laboratory 
and information about the brands was provided them. It 
is possible that these manipulations lacked subject be- 
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lievability. This may have resulted in less than the 
desired effectiveness in the manipulation of stakes and 
uncertainty. 
The experimenter did not allow communication among 
subjects in the evaluation situation and cautioned sub¬ 
jects not to discuss their experiences with subjects in 
latter sessions. The extent to which this discussion 
did occur outside the laboratory is unknov/n. However, 
informal debriefing of a number of subjects in latter 
sessions of the experiment revealed that they were not 
aware of experimental treatments of earlier sessions. 
The impact of such discussions on response patterns is 
not easily predictable. However, to the extent that this 
occurred one may question the assumed independence of 
subject responses. 
An analysis of variance was employed to ascertain 
the affects of treatments on preference responses. The 
analysis assumes that data are at least intervally scaled. 
This assumption has been previously noted. The model al¬ 
so assumes that observations are independent. This as¬ 
sumption formed the basis for not allowing subjects to 
communicate with each other. In addition, efforts were 
made to minimize communication between subjects of dif¬ 
ferent groups by minimizing time between treatment groups 
and warning subjects against communication until the en- 
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tire experiment had been concluded. As previously 
stated, a possibility exists that these efforts were not 
completely successful. 
A third assumption of the model is that the treat¬ 
ment populations are normally distributed. There does 
not appear to be any a priori reason to assume that this 
assumption was violated in the present experiment. In 
addition, the F-test is relatively robust with regard to 
this assumption when moderate sample sizes are employed. 
The model also assumes that variances of the popu¬ 
lation treatments are equal. The F test suggested 
that this condition was not satisfied in the experiment. 
The F-test is known to be quite robust with regard to 
this assumption when cell sizes are equal. This consti¬ 
tuted the justification to randomly delete data from 
treatment groups to achieve equal cell sizes. However, 
since the sample variances were fairly divergent, one 
must exhibit a degree of caution in interpreting results 
of the experiment. 
Significance. The present research effort, as well 
as previous investigations of the information content of 
price should be of interest to students of the price 
variable. Traditional economic price theory assumes the 
buyer has perfect knowledge of the want satisfying proper¬ 
ties of goods and services. Thus, price is assumed to 
I 
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have an influence only on perceptions of cost. The as¬ 
sumption of perfect knowledge is not tenable on the basis 
of behavioral evidence. Previous research has indicated 
that price appears to be an indicator of relative product 
attractiveness. Additionally, the present research indi¬ 
cates that use of price as an indicator of relative pro¬ 
duct attractiveness is some direct function of the buyer's 
uncertainty regarding relative attractiveness. This evi¬ 
dence places a heavy strain on the assumption that price 
serves the buyer only as an indicator of cost and sug¬ 
gests that revision of traditional economic price theory 
is appropriate. 
Such a revision would also appear appropriate for 
segments of the academic discipline of business which in 
general has borrowed extensively from economic theory. 
To a considerable extent this borrowing has resulted in 
decision frameworks based on the assumption that price 
only serves as an indicator of cost. If recent pricing 
research has validity these decision frameworks may be 
inappropriate for many situations. A reexamination of 
these aids to decision making in light of research find¬ 
ings should be contemplated. In addition, recognition 
of their possible shortcomings should be made in the pro¬ 
cess of educating others of their application to adminis¬ 
trative decision making. 
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The discipline of marketing is extensively involved 
in pricing decisions. Findings of this investigation may 
be useful in a number of marketing decision areas. For 
example, conditions which foster the use of price as an 
indicator of relative product attractiveness may provide 
the basis for market segmentation strategies. Trends noted 
in this research would also appear to be of interest to 
decision makers involved in new product pricing decisions. 
For example, it is reasonable to suggest that a skimming 
pricing strategy may have a beneficial affect on buyers' 
perception of the attractiveness of a new product. It is 
also possible that a penetration strategy may make future 
price increases difficult because perceptions of the at¬ 
tractiveness of the product have been influenced by a 
previously low price. This also implies that the research 
findings may be relevant to considerations of price 
changes and pricing of models within a line of products. 
The research indicates that the influence of price on 
these considerations may in part, depend on the degree of 
difficulty buyers have in assessing the relative attrac¬ 
tiveness of the product. It is also possible that buyers' 
perception of the consequences associated with a purchase 
may influence decisions in these areas. However, to date, 
research evidence does not appear to firmly support this 
contention. 
> 
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Evidence of the research may be of interest to the 
consumerism movement in their attempts to win legislation 
and changes in business practices beneficial to consumers. 
A longtime issue of this movement has been the amount of 
information firms make available to buyers regarding pro¬ 
ducts or services. This research indicates one direction 
buyers may take when such information is unavailable or 
not in forms easily understood by the buyer. It also may 
suggest possible directions for educational programs de¬ 
signed to assist buyers in their evaluation of products 
or services. . 
Recent pricing research including the present study 
may also be of relevance to public policies toward busi¬ 
ness. For example, it appears that current criticisms of 
retail pricing practices assumes the lower priced pur¬ 
chase offer is perceived by buyers as the best buy. This 
ignores the possibility that in certain conditions price 
may also exert a positive influence on purchase decisions. 
It is reasonable to propose that public policies toward 
business pricing practices be made with cognizance of re¬ 
cent research evidence regarding the buyer's use of the 
price cue. 
Suggestions for future research. A number of areas 
for future research are suggested by the present study 
and its relation to previous studies. Certainly among 
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the research priorities are efforts devoted to developing 
more effective means of manipulation and measurement than 
used in the present study. 
Ideally, the researcher should be able to manipulate 
a number of levels of uncertainty. Efforts should then 
be directed toward determining amounts and types of in¬ 
formation which would make such a manipulation possible. 
The manipulation technique for the stakes variable 
was very limited. It would appear that a more satisfac¬ 
tory method than the one employed could be developed. 
Investigation could be directed toward ascertaining what 
variables buyers employ to determine the negative conse¬ 
quences involved in a purchase situation. Such variables 
may then be effectively used to manipulate stakes involved 
in evaluation situations. 
A measuring device is needed to determine the level 
of stakes involved in evaluation situations. The device 
would be used to determine levels of stakes manipulated 
in a study. Hopefully, a measuring device may be a by¬ 
product of the investigation of how buyers determine the 
level of negative consequences involved in a purchase de¬ 
cision situation. 
It would be useful for future research which exam¬ 
ines the condition of high uncertainty to employ larger 
group sizes. The high uncertainty groups in this study 
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were characterized by large sample variances. Increasing 
the sample size would lead one to expect less variability 
and thus a greater likelihood of detecting a central ten¬ 
dency with more precision. Reduction of this within 
group variability would lead to a greater degree of sensi¬ 
tivity in detecting differences which may exist between 
various treatment groups in the study. 
A variety of research efforts are also needed to sup- 
t 
plement and complement the scope of the study. Of course, 
salient among these needs is replication to refine the de¬ 
gree of confidence one may possess regarding results of 
the study. In addition, further research is needed to ob¬ 
tain confidence as to the degree to which the results may 
be generalized. Since a fixed effects model was employed 
it would be extremely useful to replicate over various 
levels of uncertainty and stakes to determine the nature 
of response patterns to various conditions of uncertainty 
and stakes. For example, research findings in psycho¬ 
physics would suggest that absolute limens may exist for 
uncertainty and stakes which may affect the use of price 
as an indicator of relative product attractiveness. Thus, 
it would be useful to explore a variety of uncertainty 
and stakes conditions to assess their influence on per¬ 
ceptions of the price variable. 
Replication over various levels of price differences 
132 
between brands would also be useful. Such investiga¬ 
tions may reveal a relationship between the level of un¬ 
certainty and the degree of price difference necessary 
to elicit the perception of price as an indicator of rel¬ 
ative attractiveness. It would be consistent with the 
conceptual scheme to hypothesize that an inverse rela¬ 
tionship would exist between the degree of buyer uncer¬ 
tainty and the amount of price difference necessary to 
elicit the perception of price as an indicator of rela¬ 
tive attractiveness. 
Replication over various products may also reveal 
additional insights as to conditions which tend to fos¬ 
ter the use of price as an indicator of relative attrac¬ 
tiveness. However, caution must be used in such studies 
in order to ascertain the meaning to be derived from a 
particular product type which does not appear to elicit 
the use of price as an indicator of relative attractive¬ 
ness. For example, such a finding may indicate that 
buyers are reasonably certain of their ability to direct¬ 
ly judge the relative attractiveness of such products. 
Another direction for extension of the replication 
would involve testing a wider variety of consumer seg¬ 
ments. Such testing would assist in determining whether 
college students are typical in their response patterns 
to stimuli involved in the study. For example, it is not 
i 
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inconceivable that college students have a higher degree 
of tolerance for uncertainty than other segments of the 
consuming population and thus rely less on price as an 
indicator of relative product attractiveness. Addition¬ 
al comments will be made below relative to testing vari¬ 
ous segments of the consuming public. 
This study only involved price information which was 
consistent with information used to reduce subjects' un¬ 
certainty regarding relative product attractiveness. An 
interesting extension is to examine conditions where 
price information is perceived to be inconsistent with 
information used to reduce uncertainty. This condition 
of conflicting information may have the effect of in¬ 
creasing buyer uncertainty regarding relative product 
attractiveness. Alternatively, this situation may in¬ 
fluence buyers to reject price as an indicator of rela¬ 
tive attractiveness. 
Another research question involves the possibility 
of a relationship between the amount of price differences 
and the degree to which buyers perceive one product to be 
more attractive than another. Assume that over some rele¬ 
vant range of price differences between brands, price 
serves the buyer as an indicator of relative product at¬ 
tractiveness. It then becomes interesting to investigate 
whether the degree to which the higher priced brand is 
> 
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preferred is a direct function of the size of the price 
difference between brands. If so, what type of function¬ 
al relationship may exist? Peterson's study may be 
viewed as providing evidence that a relationship does 
exist.^ However, his study incorporated only one pro¬ 
duct where subjects rated a number of its attributes. It 
is interesting to note that Peterson's subjects responded 
relative to their perceptions of the attractiveness of 
other products. This apparently explained, in part, why 
his results revealed a rather complex relationship (quad¬ 
ratic) between price and perceived product attractiveness. 
Thus, it would appear that future research in this di¬ 
rection should explore how the size of price differences 
between products influences perceptions of the degree of 
relative product attractiveness. 
Results of this research and possibly other research 
efforts tend to indicate that price is used as an indica¬ 
tor of relative product attractiveness under conditions 
of high uncertainty regarding relative attractiveness. 
It does not necessarily follow that use of price in such 
a manner reduces the buyer's uncertainty. Instead, the 
buyer may rely on price as an indicator of relative at¬ 
tractiveness while maintaining a high level of uncertain¬ 
ty. Research directed toward this question may be useful 
in explaining the pervasiveness of the price variable as 
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compared to other possible indirect indices of relative 
product attractiveness. It is conceivable that under 
high uncertainty conditions the buyer will tend to use 
that indirect index of relative attractiveness which re¬ 
duces his uncertainty to the greatest degree. Such evi¬ 
dence would provide additional meaning to previous re¬ 
search which has attempted to ascertain the degree to 
which price is used as an indicator of relative attrac¬ 
tiveness when the buyer is exposed to various other pos¬ 
sible indirect indices of relative attractiveness. 
A number of conditions may foster the use of price 
as an indicator of relative product attractiveness. Ex¬ 
ploration into these areas would provide a fuller under¬ 
standing of the information content of the price vari¬ 
able. Shapiro has suggested that price may be used as 
an indicator of relative attractiveness in order to ex¬ 
pedite shopping time.^^ Other possible conditions are 
conceivable. Thus, additional research certainly ap¬ 
pears justified in this direction. 
Relatively little research has been conducted to de 
termine whether the use of price as an indicator of rela 
tive attractiveness is unique to buyers identifiable by 
certain unique characteristics. As previously noted, 
Lambert has investigated this possibility to some ex- 
12 
tent. However, the area certainly has not been fully 
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explored. For example, it is conceivable that the degree 
of tolerance for uncertainty may influence the use of 
price as an indicator of relative attractiveness. Thus, 
for a given level of uncertainty regarding relative pro¬ 
duct attractiveness buyers with a low tolerance for un¬ 
certainty may use price as an indicator of relative at¬ 
tractiveness while buyers with a higher tolerance for un¬ 
certainty may not. 
This research effort as well as other recent pricing 
research has focused on the use of price as an indicator 
of relative product attractiveness. Obviously, addition¬ 
al investigation is needed in this area to provide fuller 
understanding of how buyers use price in this manner. 
However, as the conceptual scheme recognizes, price is 
obviously used by the buyer as an indicator of cost. Per 
ceptions regarding both of these producers then interact 
to influence perceptions of the relative attractiveness 
of a purchase offer. Extremely little is known regarding 
the nature of this interaction and how buyers process 
this dual information content of the price variable. 
Thus, future theory construction and research is needed 
to explore mechanisms which influence the buyer to pro¬ 
cess the dual information content of the price variable. 
Comprehension of these mechanisms is needed to assess the 
role of price in influencing the buyers' decision process 
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It is hoped that the present research effort will serve 
to stimulate investigation into this and other interest¬ 
ing areas of pricing research. Only by such research 
activity will knowledge be gained of the pervasiveness 
of the price variable in influencing buyers' decisions 
regarding the purchase of products and services. 
Summary 
Chapter 5 discusses the experimental findings in 
terms of the conceptual scheme and previous research 
efforts. The uncertainty by price interaction effect 
is viewed as supportive of the conceptual scheme. It is 
also used as a justification to argue that previous pric¬ 
ing research may have been examining the price-product 
attractiveness relationship under differing levels of un¬ 
certainty. 
The results provide little basis to conclude that 
there was a stakes by price interaction or an uncertain¬ 
ty by stakes by price interaction. Various possible rea¬ 
sons for these findings are discussed. The findings are 
also contrasted with Olander's interpretation of his re¬ 
sults and Lambert's findings. 
The chapter includes sections discussing limitations 
of the study and its significance for various academic 
and applied disciplines. The chapter concludes with a 
number of suggestions for future research. 
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APPENDIX A 
REVIEW OF LITERATURE 
This appendix contains a review of pricing research 
directly involved with the price-perceived product at¬ 
tractiveness relationship. 
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APPENDIX A 
The Leavitt Study 
Leavitt conducted an experiment to determine if the 
price of a product is given more than one interpretation 
by potential buyers.^ Preliminary interviews identified 
products in the 50-cent to $1.00 price range that sub¬ 
jects perceived as belonging to the categories: 1) "all 
brands pretty much alike" and 2) "big quality differences 
2 
from brand to brand." Two products, cooking sherry and 
moth flakes, were chosen from category one for use in 
the experiment. Razor blades and floor wax were chosen 
from category two for use in the experiment. 
The experimental setting involved placing subjects 
in a hypothetical (paper and pencil) forced choice situ¬ 
ation and asking them to choose between two differently 
priced brands of each product. The brands were not phys¬ 
ically shown and were identified only by letters of the 
alphabet and price. Different groups of subjects were 
exposed to various price differentials between brands. 
After indicating which brand they would purchase, sub¬ 
jects were asked whether they felt "satisfied" or "doubt¬ 
ful" about the choice they had made. 
Leavitt reported that subjects tended to choose the 
higher priced brand and this tendency appeared to be 
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greater for brands representing the heterogenous quality 
category. Also subjects were more frequently doubtful 
about their choice when they chose the lower priced brand 
and when they had to choose among brands within the hetero¬ 
genous quality category. The effect of the size of the 
price differences appeared to have a complex and unclear 
affect on brand choice. However, there appeared to be 
some tendency for subjects to choose the higher priced 
brand when price differences were large. 
Leavitt concluded that the research evidence demon¬ 
strates that a higher price may sometimes increase rather 
than decrease a potential buyer's willingness to purchase. 
Thus, one may imply from the evidence that demand curves 
may not invariably be negatively sloped. 
The Tull, Boring, and Gonsior Study 
Tull, Boring, and Gonsior attempted to replicate 
Leavitt's work with slight changes in experimental method- 
3 
ology. In addition, they sought to determine whether in¬ 
terpretation of the price variable would differ between 
consumer classifications based on sex, age, or education 
levels. 
Methodology of the experiment was essentially the 
same as Leavitt's except that subjects were told to assume 
a reference price for the brand they usually buy. Three 
experimental groups were given different reference prices: 
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one equal to the lowest priced brand in the study, an¬ 
other equal to a middle priced brand, and the third equal 
to the highest priced brand. Reference prices were em¬ 
ployed to reduce variability in responses due to individu¬ 
ally conceived reference prices. In addition, the authors 
believed that a low reference price would tend to "...in¬ 
hibit the degree of imputation of quality based on price"^ 
and thus provide a more rigorous test of the price/quality 
relationship. 
The experimental evidence demonstrated that subjects 
tended to choose the higher priced brand in the low refer¬ 
ence price treatment group. In addition, higher reference 
price treatments appeared to result in a substantial in¬ 
crease in the proportion of respondents selecting the 
higher priced brands. There were no significant differ¬ 
ences among responses of subjects based on classifications 
of sex, age, or educational levels. The authors also 
found that the relationship between price and the percen¬ 
tage of the sample indicating a willingness to buy re¬ 
sulted in a kinked curve (sometimes to the extent of bend¬ 
ing backward) for the majority of groups. The authors 
concluded that this evidence suggests the relationship 
between price and willingness to buy is not always in¬ 
verse as classical economic theory, with few exceptions, 
postulates. 
I 
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The Olander Study 
Olander appears to be the first researcher in the 
pricing area to make a clear distinction between the at¬ 
tractiveness of a product and the attractiveness of a 
5 
purchase offer. The latter concept encompases both the 
attractiveness of the product and its cost. dander's 
research focused directly on the relationship between 
price and product attractiveness. He points out that 
studies by Leavitt and Tull et. clI. , because of their 
focus on a purchase decision, investigated the relation¬ 
ship between price and the attractiveness of the purchase 
offer. 
Olander conducted two experiments to test the hy¬ 
pothesis that price influences ratings of product attrac¬ 
tiveness. The first experiment involved subjects rating 
24 different samples of curtain textiles on a 9-point 
scale ranging from "extremely dislike" to "extremely 
like." The subjects receiving no price information were 
required to mark their responses on the scale and then 
guess the price of the product. The second set of groups 
received price information for the brands ranging above, 
below, and equal to the mean guessed price of the first 
set of subjects. 
Olander reports that although the data were not sta- 
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tistically significant the trend was in agreement with the 
hypothesis that price influences ratings of product at¬ 
tractiveness. 
The second experiment differed from the first in 
several respects: 1) towels were used as the product, 
2) subjects were required to make pairwise choices between 
brands instead of responding to a rating scale, and 3) 
some subjects were allowed to keep the brand of towel 
they chose as preferring. 
Olander accepted the hypothesis that towels would be 
more often preferred when assigned a high price than when 
assigned a low price. He concluded that real consequences 
for subjects in the second experiment (in the form of 
towels) may have caused them to make more careful deci¬ 
sions than subjects in the first experiment. However, be¬ 
cause this was not the only difference between the experi¬ 
ments such a conclusion cannot be firmly made. 
The McConnell Study 
McConnell conducted an experiment to determine if 
price would influence perceptions of product quality when 
subjects were actually required to consume the preferred 
brand. ^ He noted that the Leavitt and Tull et.. ajL. , studies 
were paper and pencil tests which did not require the real¬ 
ism of subjects consuming the chosen brand. 
153 
McConnell used three "brands" of beer bottled from 
the same production batch and identically packaged in 
bottles of the same design. Brands were identified by 
letters of the alphabet, price, and change taped to two 
brands to represent monetary savings compared to the most 
expensive brand. Brands were priced at $0.99, $1.20, and 
$1.30 per six pack respectively. 
Subjects were visited in their homes three days a 
week for eight consecutive weeks. At these visits sub¬ 
jects made their brand Choice and were required to con- 
sume the beer by the next visit. Subjects were asked 
1) "...to select from a list of words commonly used to 
describe beer the three words that best described each 
7 
brand" ; 2) to rate each brand on a five-point scale 
ranging from "undrinkable" to "very pleasant"; and 3) 
indicate which brand they would prefer to receive should 
they win a lottery for a case of beer. 
McConnell reported that the direction of favorable 
adjectives was toward the higher priced brand. Also, 
analysis of the rating scale using the t-test demonstrated 
significant differences at the .01 level between mean 
ratings of the high and low priced brands. The mean rat¬ 
ings of the medium and high priced brands were signifi¬ 
cantly different at the .06 level; however, mean ratings 
of the medium and low priced brands were not significantly 
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different. The lottery results supported the general di 
rection of'the findings. 
McConnell concluded that "price was clearly used by 
o 
subjects as an indicator of product quality." He noted 
however, that perceived quality did not vary linearly 
with price. Mean quality ratings of the medium and low 
priced brands were much closer together than mean quali¬ 
ty ratings of the medium and high priced brands even 
though there was a larger price disparity between them. 
The Smith and Broome Study 
Smith and Broome conducted a laboratory experiment 
to determine the influence of price and market-standing 
9 
information on buyers' perception of product quality. 
Products used in the study were toothpaste, green peas, 
coffee, and aspirin tablets. Using known and unknown 
brands of products each experimental group was given 
either price information, information on the market¬ 
standing of the brand, or was used as a control group. 
All possible pairs of brands in each product class 
were formed. Subjects were required to indicate their 
brand preference for each possible pair of brands and 
then to choose between the preferred brand and the non¬ 
preferred brand plus a given sum of money which was sub¬ 
sequently increased until an indifference point was 
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reached. The indifference price was used as the scale 
value representing the strength of a subjects' brand 
preference. 
Using an analysis of variance method developed by 
Henry Scheffe f°r paired comparison data,"^ Smith and 
Broome found that both price and market-standing infor¬ 
mation influenced subjects' preferences for unknown 
brands of products. However, neither price nor market¬ 
standing information influenced subjects' preferences 
for known brands of products. 
The Stafford and Enis Study 
Stafford and Enis extended the scope of previous 
pricing studies by including another independent vari¬ 
able—store information, in addition to the price vari¬ 
able."^ The two basic hypotheses of the laboratory ex¬ 
periment were: "1) taken separately, each of the inde- 
pendendent variables--price and store information--will 
significantly influence product quality judgments, 2) 
the joint (interactive) effect of the two independent 
variables will also significantly influence the percep- 
12 
tion of product quality.” 
R>ur samples of household carpet were presented to 
experimental subjects. Subjects were told that the sam¬ 
ples were of similar color, texture, and weave but were 
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from two different stores and priced at two different 
levels. Four groups were involved in the study which 
took the form of a 2 x 2 factorial design. Two levels of 
price and store information were manipulated by using 
the adjectives "high" and "low" (e.g., "high" vs. "low" 
prestige store). Respondents rated the quality of each 
sample on a five-point scale which ranged from very low 
quality to very high quality. 
Analysis of the data revealed that price alone sig¬ 
nificantly affected product quality ratings but store in¬ 
formation alone did not. The joint (interactive) effect 
of the two independent variables also significantly in¬ 
fluenced product quality perceptions. The authors also 
noted that the mean quality rating of the low priced 
carpets was lower for the high prestige store than for 
the low prestige store. 
Stafford and Enis concluded that price was the dom¬ 
inant variable influencing perceptions of quality but the 
interactive effect with store information also signifi¬ 
cantly affected quality ratings. In addition, they sug¬ 
gested that analysis of data may have revealed a tendency 
for consumers to suspect the quality of low priced pro¬ 
ducts in high prestige stores. 
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The Gardner Studies 
Gardner conducted two studies to investigate the 
role of price in consumer's perceptions of product qual¬ 
ity. In the first study three products - toothpaste, 
men's dress shirt, and men's suit were used, represent¬ 
ing three points (two extremes and a midpoint) on a fre- 
13 
quency of purchase/searching time continuum. The ex¬ 
perimental design took the form of a 3 x 4 factorial with 
three frequency of purchase/searching time treatments 
represented by the above products and four levels of price 
treatment. 
Three major dependent measures were used. Subjects 
indicated their estimate of product quality on a seven 
interval scale having end reference points. Also, they 
responded to a six interval willingness to buy scale and 
then indicated from a list the type of store they antici¬ 
pated finding a product of that type and price. 
The hypothesis of the study was that differences in 
perceived quality between high and low price treatments 
would be larger for low frequency of purchase/high search¬ 
ing time products than for high frequency of purchase/low 
searching time products. This hypothesis was not accepted. 
The second study had as its purpose to explore the 
degree to which the price/quality relationship could be 
l 
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generalized. The first aspect of the study entailed a 
laboratory experiment employing a 3 x 6 x 2 factorial 
design. The experiment replicated Gardner's earlier study 
with the addition of conditions of brand information and 
no brand information. Brand information entailed inform¬ 
ing subjects of the actual brand name of the product. 
Then Gardner partially replicated the Tull, Boring, 
Gonsior study with aspirin, liquid hair shampoo, tooth¬ 
paste, men's dress shirt, and men's suit as products. As 
in the Tull et. a_l. study, price was the only independent 
variable manipulated. Finally, subjects ranked a number 
of purchase situation cues according to the degree of 
their importance in influencing subjects' purchase deci¬ 
sions . 
Gardner concluded that when price was the only pur¬ 
chase situation cue an implied price/quality relationship 
existed, but when other cues were available this rela¬ 
tionship was replaced by a brand/quality relationship. 
In addition, based on subjects' rankings, price was not 
the most important purchase situation cue although it did 
rank second or tie for a second ranking in all cases. 
The Lambert Study 
Lambert conducted a laboratory experiment to investi¬ 
gate the proposition that price preferences are associated 
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with consumers' preconceived beliefs regarding buyer 
15 
and product related variables. It should be noted 
that because of the purpose of the study variables un¬ 
der investigation were not manipulated in the experiment. 
It was the author's purpose to investigate the relation¬ 
ship between preconceived beliefs of subjects regarding 
buyer and product related variables and the price prefer¬ 
ences of subjects. 
16 
A variety of products were used in the study and 
price was the only independent variable manipulated. Each 
product was priced at low, medium, and high levels within 
the price range prevailing in the community. After making 
a purchase decision subjects responded to a variety of 
questions designed to reflect their preconceived beliefs 
regarding experimental variables. Responses were made on 
five-point scales assumed to be of the interval type for 
subsequent analysis. 
Lambert found a significantly positive relationship 
(p<.10) between the price level preferred and the amount 
of preconceived confidence subjects had in price as a 
predictor of quality. There was more of a tendency for 
subjects with considerable perceived buying experience 
for certain products (stereos, luggage, and tennis 
rackets) to choose the higher priced brand than for sub¬ 
jects with less perceived buying experience. The reli- 
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ance on price as an indicator of quality did not appear 
to be related to the amount of perceived difficulty in 
judging product quality. Those who chose higher priced 
items tended to perceive a larger variation in quality 
among brands than did those who chose lower priced brands. 
Preconceived uncertainty about making a choice was not 
necessarily greater among subjects who selected the higher 
priced brands. Also, those who chose high priced brands 
tended to have a preconceived belief that consequences of 
a "poor" choice would be more undesirable than those who 
chose low priced brands. 
The Peterson Study 
Peterson experimentally investigated the functional 
form of the relationship between price and perceived 
17 
quality. Major hypotheses of the study were that for 
a product about which there is lack of information, 1) 
price will serve as a major determinant of quality per¬ 
ception and 2) the price-perceived quality relationship 
will be nonlinear. 
The product used in the study was a recently developed 
but unmarketed soft drink concentrate. Subjects were 
shown the product and information which would normally 
accompany a new product. All information was the same for 
the seven treatment groups except price which varied from 
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29 cents to 89 cents .in 10 cent intervals. After view¬ 
ing the product, subjects responded to a series of seven- 
point rating scales treating a number of perceived pro¬ 
duct attributes including product quality. Subjects were 
not allowed to taste the drink before making their evalu¬ 
ations . 
Peterson reports that both hypotheses were accepted. 
Price significantly influenced subjects' ratings of pro¬ 
duct quality. In addition, the relationship between 
price and ratings of perceived quality was nonlinear. 
Regression analysis revealed that the data fit a quadra¬ 
tic function which had a parabolic shape. 
The author debriefed a sizeable number of subjects 
and reported: "After analyzing these supplementary data 
it became obvious that the term "quality" had widely 
18 
differing interpretations among the various subjects." 
Subjects also appeared to be using reference points in 
deciding on the quality of the product. These reference 
points included other soft drinks, firm image, and the 
amount of research going into the product. The author 
noted the perceived quality rating appeared to be a func¬ 
tion of the interaction between price and the type (high 
or low quality or prestige) of reference point used. 
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The Shapiro Study 
Shapiro conducted a large scale experiment to in¬ 
vestigate why consumers use price as a communicator of 
19 
product quality. Over six hundred female respondents 
participated in the study. Subjects were divided into 
eleven groups and completed a five-part questionnaire. 
The first part contained product related questions and 
questions related to product risk. In the second part 
respondents rated two pair of stockings, bottles of 
cologne, and swatches of carpeting on a variety of scales 
including quality, price, likelihood of purchase, and 
product attributes. Two price treatments were adminis¬ 
tered to the groups. The price of each product was set 
20 percent below actual retail price and the other brand 
bore a price 20 percent higher than the actual retail 
price. The third part of the questionnaire contained a 
number of questions relating to demographic variables. 
In the fourth part respondents rated two sweaters and 
two upholstered reclining chairs represented by photo¬ 
graphs and descriptions. The last segment of the ques¬ 
tionnaire consisted of a number of attitudinal and be¬ 
havioral measures. 
In one respect the purpose of Shapiro's work is sim¬ 
ilar to the purpose of the Lambert study. The attempt is 
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made in both studies to determine if a relationship ex¬ 
ists between certain buyer attitudes or personality char¬ 
acteristics and the use of price as an indicator of 
quality. Thus, these variables are not manipulated to 
expose subjects to different levels of their effect. 
Rather, an attempt is made to determine if individual 
differences regarding these traits or beliefs are asso¬ 
ciated with the use of price as an indicator of product 
quality. 
Shapiro's major findings were: 
1) Price was in general a communicator of qual¬ 
ity but it was not strong enough to overcome 
strong product preferences. 
2) Reliance on price as an indicator of quality 
has many sources including snobbery, risk, 
desire for shopping speed and shopping con¬ 
venience, and lack of self confidence. 
3) Price reliance is a generalized trait or 
attitude. 
4) Price reliance varies across products and 
is strongest in products where risk is high, 
self confidence low, and visible cues upon 
which to judge the product are absent. 
5) Price reliance is closely related to reliance 
on store reputation and brand. 
Likelihood of purchase is determined by a con¬ 
sideration of both the benefits and cost of 
the product and price has a stronger effect on 
cost than on perceived quality. 
6) 
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The Jacoby, Olson, and Haddock Study 
In an effort to examine effects of price, composi¬ 
tion differences, and brand image on perceptions of beer 
quality Jacoby, Olson, and Haddock conducted a labora¬ 
tory experiment employing a2x2x2x3 factorial ex- 
20 
periment. Two levels of price (present, absent), brand 
name (present, absent), and composition differences across 
beer samples (present, absent) were manipulated and three 
beer samples composed the fourth factor. Four brands of 
test beer were used in the entire study. Actual brand 
names and retail prices of the respective brands were 
used for the corresponding treatment groups. 
The dependent variable was a measure of beer quality 
as expressed on a 0-to-100 point scale. The scale con¬ 
tained ten equally spaced and numbered graduations. End¬ 
points were labeled "worst beer" and "best beer." Each 
subject evaluated three samples of beer and indicated 
where they felt each brand ranked on the 0-to-100 point 
scale. 
There were four major findings of the study: 1) 
price affected perceptions of beer quality when it was 
the only differential cue, 2) price did not affect per¬ 
ceptions of beer quality when it was embedded in a multi¬ 
cue setting, 3) brand image had a stronger affect on per¬ 
ceptions of quality particularly for brands with strong 
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positive images, and 4) neither brand name nor price 
significantly affected perceived quality except when 
product composition characteristics were allowed to vary. 
The authors noted that their research evidence 
tended to contradict findings of Allison and Uhl that 
beer drinkers could not discriminate brands of beer in 
blind taste testing situations. However, they did note 
that subjects used in the study may have been more dis¬ 
criminating than typical beer consumers due to the sample 
screening process of accepting only classified beer 
drinkers. Thus, the external validity of data gathered 
from this subject pool may be low. 
The Rao Study 
Rao conducted an experiment to determine the sali¬ 
ence of price in the perception and evaluation of product 
21 
quality. Two product classes, electric shavers and 
razor blades, were used for the experiment. Ten and 
eleven different brands were used for the shavers and 
blades respectively Five levels of price information 
were manipulated. The levels were no information, actual 
prices, and three levels of distorted price information. 
Two levels (presence, absence) of consumer test report in¬ 
formation were manipulated. A 5 x 2 factorial design was 
used to administer the information on prices and the con- 
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sumer test report. Preference rankings for pairs of 
brands were used as the measure of the dependent vari¬ 
able. Rao reported that the experiment simulated a 
point-of-purchase situation as closely as possible in 
order to overcome the possible implied price/quality re¬ 
lationship of some previous studies. 
Rao reports that information on price was not found 
to be statistically significant in the perception of pro¬ 
duct quality when naturalistic marketing conditions 
were created. However, presence of consumer test report 
information had a significant affect on product quality 
perceptions. 
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APPENDIX B 
PRETEST AND EXPERIMENTAL INSTRUMENTS 
This appendix contains instruments used in the con¬ 
duct of pretests and the experiment. The appendix also 
includes frequency charts of responses to the acceptable 
price pretest. 
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Uncertainty Pretest 
Pocket Radio 
Shortly you will be presented with two different brands 
of AM/FM pocket-transistor radios to evaluate. Assume 
you are evaluating the brands to determine which one you 
would want to receive as a gift. 
Four brands of pocket-transistor radios are involved in 
the study. An independent audio testing laboratory has 
evaluated the four brands involved in the study and has 
rated one brand significantly lower than the other three 
brands. This brand may or may not be one of the two 
brands you will evaluate. 
Specifications of the two brands you will evaluate are 
available to you on the following page. Read the speci¬ 
fications carefully. You may also come up and physical¬ 
ly examine the two brands in a non-destructive manner. 
After you have evaluated the brands and their specifica¬ 
tions turn the page and answer the first question, then 
proceed to answer the questions remaining on the follow¬ 
ing page. 
Are there any questions? 
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Uncertainty Pretest 
Pocket Radio 
Specification Sheet 
Brand A Brand B 
Product AM/FM Pocket 
Transistor 
Radio 
AM/FM Pocket 
Transistor 
Radio 
Earphone jack and plug yes yes 
Tuning scale log log 
Built-in AM antenna yes yes 
Telescoping FM antenna yes yes 
Carrying strap yes yes 
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Uncertainty Pretest 
Pocket Radio 
Do you think you know the actual brand name 
of Brand A? 
If so, what brand do you think it is? _ 
Do you think you know the actual brand name 
of Brand B? 
If so, what brand do you think it is? 
I 
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Uncertainty Pretest 
Table Radio 
Shortly you will be presented with two different brands 
of AM/FM table radios to evaluate. Assume you are eval¬ 
uating the brands to determine which one you would want 
to receive as a gift. 
Four brands of table radios are involved in this study. 
An independent audio testing laboratory has evaluated 
the four brands involved in the study and has rated one 
brand significantly lower than the other three brands. 
This brand may or may not be one of the two brands you 
will evaluate. 
Specifications of the two brands you will evaluate are 
available to you on the following page. Read the speci¬ 
fications carefully. You may also come up and physical¬ 
ly examine the two brands in a non-destructive manner. 
After you have evaluated the brands and their specifica¬ 
tions turn the page and answer the first question, then 
proceed to answer the questions remaining on the follow¬ 
ing page. 
Are there any questions? 
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Uncertainty Pretest 
Table Radio 
Specification Sheet 
Product 
Earphone jack 
Taperecorder jack 
Phono jack 
Built in AM antenna 
Line FM antenna 
Tone Control 
Brand A Brand B 
AM/FM table 
radio 
AM/FM table 
radio 
yes yes 
yes yes 
yes yes 
yes yes 
yes yes 
yes yes 
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Uncertainty Pretest 
Table Radio 
Do you think you know the actual brand 
name of Brand A? _ 
If so, what brand do you think it is? 
Do you think you know the actual brand 
name of Brand B? 
If so, what brand do you think it is? 
I 
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Acceptable Price Pretest 
Directions 
Shortly, you will be presented with several product 
descriptions. Assume you are considering buying the 
product described. 
After reading the product description please indicate 
those prices that are acceptable to you, and those 
prices that are unacceptable to you. 
When deciding whether a particular price is acceptable 
or unacceptable ask yourself: "If this product were 
offered at this price in a normal shopping situation 
would I consider buying it?" If your answer is yes, 
the price is acceptable, if your answer is no, the 
price is unacceptable. 
To indicate acceptable prices draw a horizontal line 
above the acceptable prices on the first scale pro¬ 
vided and to indicate unacceptable prices draw a hori¬ 
zontal line above the unacceptable prices on the 
second scale. 
To clarify these directions a sample response is pro¬ 
vided on the following page providing an example of 
how the scales may look after an individual has indi¬ 
cated his responses. 
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Preference Scale 
I prefer A to B very strongly 
I prefer A to B strongly 
I prefer A to 3 moderately 
I prefer A to B slightly 
No preference 
I prefer B to A slightly 
I prefer B to A moderately 
I prefer B to A strongly 
I prefer B to A very strongly 
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DATE: 
TIME: 
PLACE 
First Reminder Sheet 
MARKETING EXPERIMENT REMINDER 
Tuesday February 23, 1971 
10:10 AM 
SBA Rm. 323 
i 
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Second Reminder Sheet 
MARKETING EXPERIMENT REMINDER 
YOU SIGNED UP FOR THE FOLLOWING TIME AND PLACE: 
DATE: TUESDAY FEBRUARY 23, 1971 
TIME: 10:10 AM 
PLACE: SBA Rm. 323 
SEE YOU THEN! 
I 
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Sample Scale 
Please indicate with a check mark (/) the degree of your 
brand preference on the scale below. 
I prefer x to y very strongly 
I prefer x to y strongly 
(Green) I prefer x to y moderately 
I prefer x to y slightly 
No preference 
(Red) t</ I prefer y to x slightly 
I prefer y to x moderately 
I prefer y to x strongly 
I prefer y to x very strongly 
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Response Booklet 
Pocket Radio 
Name 
Campus Address 
Local Phone Number 
Shortly you will be presented with two different brands 
of AM/FM pocket transistor radios to evaluate. Your task 
will be to decide which brand you prefer and the strength 
of your preference. The actual brand name of the radios 
will be disguised. They will be referred to by letters 
of the alphabet. 
The two brands of pocket radios you will evaluate have 
been selected from a group of four brands of pocket radios 
which an independent audio testing laboratory has tested. 
The laboratory has rated one of the four brands substan¬ 
tially lower than the other three brands. This brand may 
or may not be one of the brands you will evaluate. 
You will be provided with some specifications on the radios 
and you will also be able to examine them. After you have 
studied the specifications and examined the radios them¬ 
selves decide on your brand preference and the strength of 
that preference and indicate this on the scale provided to 
you. 
The scale will look like the sample you now have. Notice 
that the scale enables you to mark the brand you prefer 
and the strength of your preference with only one mark. 
For example, assume that the two brands are Brand X and 
Brand Y and that you prefer Brand Y slightly. You would 
then mark the scale where a red mark appears on your 
sample. If you had preferred Brand X moderately you would 
mark the scale where a green mark appears on your sample. 
You can mark any of the intermediate lines on the scale. 
However, you should mark the scale once and only once to 
indicate your brand preference. 
At the conclusion of the experiment a number of the pocket 
radios will be given away as prizes. Names of subjects 
will be selected randomly and if your name is selected you 
will receive the brand of radio you chose in the experi¬ 
ment. Thus, be sure to express your true preference when 
you mark the preference scale. 
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Response Booklet 
Pocket Radio 
Actually your group is not as lucky compared to the other 
group in the experiment. The other group v/ill be eligi¬ 
ble to evaluate and receive as a gift large table radios. 
However, since the radios have been donated by manufac¬ 
turers it will be impossible to honor guarantees, exchange 
or refund requests. Thus, you will have to "live with" 
your brand preference if you win one of the pocket radios. 
So please make sure you express your true preference on 
the brand preference scale. 
An important point for you to understand is that you will 
not be asked to indicate which of the two brands you would 
purchase. You are being asked to indicate which of the 
two brands you would prefer to receive and the strength 
of that preference. 
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Response Booklet 
Pocket Radio 
Specification Sheet 
Brand A Brand B 
Product AM/FM Pocket 
Transistor 
Radio 
AM/FM Pocket 
Transistor 
Radio 
Earphone jack and plug yes yes 
Tuning scale log log 
Built-in AM antenna yes yes 
Telescoping FM antenna yes yes 
Carrying strap yes yes 
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Response Booklet 
Pocket Radio 
Please indicate with a check mark (/) the degree of your 
brand preference on the scale below. 
_ I prefer A to B very strongly 
I prefer A to B strongly 
I prefer A to B moderately 
I prefer A to B slightly 
No preference 
I prefer B to A slightly 
I prefer B to A moderately 
I prefer B to A strongly 
I prefer B to A very strongly 
197 
Response Booklet 
Pocket Radio 
PLEASE ANSWER THE QUESTIONS LISTED BELOW 
Do you now own an AM/FM pocket transistor radio? 
Have you recently been considering purchasing 
such a radio? 
Do you think you know the actual brand name of 
Brand A? 
If so, what brand do you think it is? _ 
Do you think you know the actual brand name of 
Brand B? 
If so, what brand do you think it is? _ 
What do you think the purpose of this study is? 
If you like, please feel free to make any comments or 
suggestions. 
Please do not communicate the events of this experiment 
to your friends since they may be in one of the other 
experimental groups to be used. 
Thank you for your participation—you will be contacted 
if your name is selected as a prize winner. 
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Response Booklet 
Table Radio 
Name 
Campus Address 
Local Phone Number 
Shortly you will be presented with two different brands 
of AM/FM table radios to evaluate. Your task will be to 
decide which brand you prefer and the strength of your 
preference. The actual brand name of the radios will be 
disguised. They will be referred to by letters of the 
alphabet. 
The two brands of table radios you will evaluate have 
been selected from a group of four brands of table radios 
which an independent audio testing laboratory has tested. 
The laboratory has rated one of the four brands substan¬ 
tially lower than the other three brands. This brand may 
or may not be one of the brands you will evaluate. 
You will be provided with some specifications on the 
radios and you will also be able to examine them. After 
you have studied the specifications and examined the 
radios themselves decide on your brand preference and the 
strength of that preference and indicate this on the scale 
provided to you. 
The scale will look like the sample you now have. Notice 
that the scale enables you to mark the brand you prefer 
and the strength of your preference with only one mark. 
For example, assume that the two brands are Brand X and 
Brand Y and that you prefer Brand Y slightly. You would 
then mark the scale where a red mark appears on your 
sample. If you had preferred Brand X moderately, you 
would mark the scale where a green mark appears on your 
sample. You can mark any of the intermediate lines on the 
scale. However, you should mark the scale once and only 
once to indicate your preference. 
At the conclusion of the experiment a number of the table 
radios will be given away as prizes. Names of subjects 
will be selected randomly and if your name is selected 
you will receive the brand of radio you chose in the ex- 
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Response Booklet 
Table Radio 
periment. Thus, be sure to express your true preference 
when you mark the preference scale. 
Actually your group is quite lucky compared to the other 
group in the experiment. The other group will only be 
eligible to evaluate and receive as a gift small pocket 
transistor radios. However, since the radios have been 
donated by manufacturers it will be impossible to honor 
guarantees, exchange or refund requests. Thus, you will 
have to "live with" your brand preference if you win one 
of the table radios. So please make sure you express 
your true preference on the brand preference scale. 
An important point for you to understand is that you will 
not be asked to indicate which of the two brands you 
would purchase. You are being asked to indicate which of 
the two brands you would prefer to receive and the 
strength of that preference. 
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Response Booklet 
Table Radio 
Specification Sheet 
Brand A Brand B 
Product AM/FM table 
radio 
AM/FM table 
radio 
Earphone jack yes yes 
Taperecorder jack yes yes 
Phono jack yes yes 
Built in All antenna yes yes 
Line FM antenna yes yes 
Tone Control yes yes 
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Response Booklet 
Table Radio 
Please indicate with a check mark (/) the degree of your 
brand preference on the scale below. 
_ I prefer A to B very strongly 
I prefer A to B strongly 
I prefer A to B moderately 
I prefer A to B slightly 
No preference 
I prefer B to A slightly 
I prefer B to A moderately 
I prefer B to A strongly 
I prefer B to A very strongly 
2 
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Response Booklet 
Table Radio 
PLEASE ANSWER THE QUESTIONS LISTED BELOW 
Do you now own an AM/FM non-stereo table radio? _ 
Have you recently been considering purchasing such 
a radio? _ 
Do you think you know the actual brand name of 
Brand A? _ 
If so, what brand do you think it is? _ 
Do you think you know the actual brand name of 
Brand B? _ 
If so, what brand do you think it is? _ 
What do you think the purpose of this study is? 
If you like, please feel free to make any comments or 
suggestions. 
Please do not communicate the events of this experiment 
to your friends since they may be in one of the other 
experimental groups to be used. 
Thank you for your participation—you will be contacted 
if your name is selected as a prize winner. 
I 
Assignment of Measurement Values to Preference Scale 
(+12) I prefer A to B very strongly 
(+n) 
(+10) 
( +9) I prefer A to B strongly 
( +8) 
( +7) 
( +6) I prefer A to B moderately 
( +5) . 
( +4) 
( +3) I prefer A to B slightly 
( +2) 
( +D 
( 0) No preference 
( -1) 
( -2) 
( -3) I prefer B to A slightly 
( -4) 
( “5) 
( -6) I prefer B to A moderately 
( “7) 
( -8) 
( -9) I prefer B to A strongly 
(-10) 
(-11) 
(-12) I prefer B to A very strongly 
APPENDIX C 
COMPUTATION AND RESULTS OF F„,„ TEST FOR 
MAX. 
ANALYSIS OF VARIANCE INVOLVING UNEQUAL CELL SIZES 
F max. 
^2 
S max. 
S mm. 
48.066 
2.096 
22.93 
Critical F max. a (group size, N-l) = F max. 01(8,15) = 7.1 
22.93 > 7.1 Thus the hypothesis is rejected. 
Since cell sizes differ, the harmonic mean of the eight 
cell sizes was used as the average cell size for determin¬ 
ing the F max. critical value. See Appendix E for compu¬ 
tation of the harmonic mean of the cell sizes. 
APPENDIX D 
DESCRIPTION OF TWO TRANSFORMATIONS ATTEMPTED 
TO PROVIDE A CONDITION OF HOMOGENEITY OF SAMPLE 
VARIANCES 
i 
One transformation attempted involved an arcsine trans¬ 
formation of the adjusted data. The response values 
were first adjusted by the following form. 
X+l 3 
Y = ~'2~s~ where: X = raw data points 
Y = adjusted data points. 
This step was'necessary to transfer the data into the 
domain of the arcsine transformation (-1 to +1). 
The following transformation was then made on the ad¬ 
justed data: 
Z = ARCSINE + ARCSINE [/||P . 
A second transformation similar to the first involved 
transforming the data into proportions and then perform¬ 
ing an arcsine transformation on the adjusted data. 
Cumulative frequency distributions of the frequency of 
response to scale values for each cell were first de¬ 
veloped. These values were then divided by the appro¬ 
priate cell size and the resulting values (Y) were trans¬ 
formed by 
A = ARCSINE j/^ + ARCSINE j/|±| 
The first transformation did not result in more 
homogeneous sample variances. The second transforma¬ 
tion reduced the F ratio by a non-significant amount. 
max. J 3 
APPENDIX E 
COMPUTATIONAL FORMS FOR A 2x2x2 FACTORIAL 
ANALYSIS OF VARIANCE WITH UNEQUAL CELL SIZES 
When a completed experiment does not have an equal 
number of observations in each cell and loss of data is 
not directly related to the experimental variables data 
may be analyzed by the method of unweighted means. 
Basically, the method enables computation of main effects 
and interaction effects by considering each cell in the 
experiment as having the same number of observations as 
all other experimental cells. 
In what follows, the computational forms are shown 
for the method of unweighted mean analysis of a p x q x r 
factorial experiment where p, q, and r are each at two 
levels. The results of the computations for this par¬ 
ticular experiment are also shown. The reader is re¬ 
ferred to pp. 222-224 in Statistical Principles in Ex¬ 
perimental Design by Winer for a short generalized des¬ 
cription of the procedure employing a 2 x 3 factorial 
design for purposes of exposition. 
The mean of each of the eight cells is represented 
below by the appropriate ABC. . The uncertainty treat- 
ment is designated by the letter A with two levels: 
a^ E low uncertainty, a^ = high uncertainty. The stakes 
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treatment is designated by the letter B with two levels: 
= low stakes, b^ H high stakes. The price treatment 
is designated by the letter C with two levels: = no 
price treatment, c^ = price treatment. The values of 
these means for this particular experiment are also 
shown. 
ci C2 
i—1 
X
I 
b2 bl b2 
al ABC111=8.150 
ABCi2i=9.563 Abch2=9.625 
ABC122=1°* 688 
a2 
ABC2ii=1.286 
ABC221=0* 250 ABC212 = 4* 882 ABC222= 4*667 
The estimate of a population mean is computed by 
taking the mean of the means of the appropriate cells for 
that particular treatment. This estimate differs from 
the mean of all observations at that particular treatment 
when cell sizes are not equal. The following are esti¬ 
mates of population means for the case of a p x q x r 
factorial model where p, q, and r are each at two levels. 
Again, the computed values for this particular experi¬ 
ment are shown. 
ABC 
Ai = 
i.. 
qxr 
= 9.507 
ABC. 
a2 = 
qxr 
= 2.771 
ABC 
Bi - pxr 
= 5.986 
ABC 
B2 = pxr 
= 6.292 
l 
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ABC ABC 
C = -: 
1 pxq 
= 4.812 C = -: 
2 pxq 
= 7.466 
G = 
ABC 
pxqxr 
—— ~ 6.139, where G is the grand mean 
_ ABC __ ABC 
AB = ---~ = 8.888 AB _ = -— = 10.126 
Hr 12 r 
ABC 
AB 
21 
21 
= 3.084 
ABC 
AB 
22 
22 = 2.459 
_ ARP 
AC1 = 1-1 = 8.857 
ABC 
AC 
1-2 
12 = 10.157 
AC2i = ABC2»1 = 0.768 
ABC 
AC 
2*2 
22 
= 4.775 
BCH = ABC-11 = 4.718 
ABC 
BC 
12 
12 
= 7.254 
_ ARC 
BC2i = '21 = 4.907 
ABC 
BC 
22 
22 
= 7.678 
In the computation of main effects and interaction 
effects each cell is considered to have N, observations. 
h 
The quantity is the harmonic mean of the number of 
observations per cell. This value is Used in the an¬ 
alysis because the standard error of the mean is propor¬ 
tional to — ---- rather than The computational 
i j k 
form of for a 2 x 2 x 2 factorial along with the com¬ 
puted value for this particular experiment is shown below, 
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p x q x r 
N N 
111 112 
N 
222 
16.515 
The appropriate sum of squares for each experimental 
treatment combination has a form similar to the form for 
equal cell size experiments with the exception of the use 
of and the estimates of population means. The compu¬ 
tational forms for unequal cell sizes in a 2 x 2 x 2 fac¬ 
torial experiment along with the computed values for this 
particular experiment are presented below. 
p - - 2 
SS = N, •p* r• I (A.-G) 
a n i=i 1 
= 1498.637 
— 4 — — 2 
SSW = N, •p» r• E (B.-G) = 3.039 
b h j=i 3 
— — — 2 
SS = N,.p.r* E (C.-G) = 232.663 
C n k=l K 
SS 
axb h 
p q _ _ _____ 2 
N,•r• E E (AB..-A.-B.+G) = 28.637 
i=1 j=1 13 i 3 
_ P r _ _ __ __ 2 
SS = N,.q. E E (AC., -A.-C. +G) = 60.478 
axe h k_-^ ik l k 
q r 
SS 
- -(2 
bx 
= N, .p. E E (BC -B .-C,+G) = 0.396 
5 h i=l k=l 3 3 K 
p q r 
SS , N, . E E E (ABC. ..-AB. .-AC..-BC., axbxc h i=1 .=1 k=1 13k 13 ik 
+A.+B.+C. -G)2 = 2.841 
13k 
1 
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The computation of the error sum of squares and its 
value for this particular experiment are presented below. 
P q r 
SS = Z Z Z 
b i=l j=l k=l 
The mean squares and appropriate F-ratios are formed 
in the same manner as for a fixed effects factorial an¬ 
alysis of variance employing equal cell sizes. 
N. ., 
13k 
E X. .. - 
, 11km 
m=l J 
N 
i jk 
= 2083.379 

